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INTRODUCTORY MANUAL 



NEED 

The urgency and scope of the problems in public purchasing practices 
is captured in the personal statement of Trowbridge vom Baur, Chairman 
of the American Bar Association Coordinating Committee on a Model Procure- 
ment Code: 



In many situations the demands of modern procurement 
had simply outrun state and local procurement systems. 
Among other Un'ngs, the New Federalism, with its 
massive grants to the state for procurement, has in- 
jected novel factors into state and local procurement , 

procedures which require adaptation and improved_ _ 

organization and structure. Hverall, there are presently 
problems and deficiencies in state and local procurement 
which are resulting in enormous vvaste of the taxpayer's 
money. In some of the states, these problems and 
deficiencies have led to corruption and trouble. 

The American Bar Association responded to this need with a project 
to develop a Model Procurement Code for state and local governments. A 
coordinating committee on the code was established with representatives 
from the Association's Section of Public Contract haw and the Section of 
Local Government haw and given responsibility for direction of the project. 

Development of the code was under wayin March of 1975 when the Law 
Encdrcement Assistance Administration (LEAA) approveda two-year matching 
fund. grant in_the ambUht of $320^000. On June 28^ 1976^ LEAA approved a 
Supplemental Development Grant in the ampurit of 55126^000. The LEAA grant 
wasmade on the theory that a cdmprehehsive and modern procurement code 
would simultaneously reduce the opportunity for white collar crime and 
help eliminate the waste of taxpayers' money through inefficient procu 
ment methods, Thomas J. Madden^ LEAA General Counsel ^ told the American 
Bar Association: 

... a modern and effective procurment system with a 
strong and effective mechanism for dealing with ethics 
and cpnfl icts-pf-interests for publ ic officials must be 
a part of any open and progressive state and local 
government. 

At the very outset of the project, the coordinating committee 
received the cooperation of Governor Jul ian Carrol 1 and the Commonv^eal th 
of Kentucky contributed $50,000 and became the first pilot state. As 
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part of the ABA activities, a Model Proebremetit Code ebllbquia Program 
was conducted, in four Kentucky cities during October 1975. This program 
provided local dfficialsan orientation to the problems of modern procure- 
ment* a study of the preliminary code drafts ^ and an: opportunity to compare 
the proposals to the present system. FoUowiag the 1975 sessions of the 
General Assembly^ Gdverhdr Carrol 1 issued an Executive Order directing the 
Executive Department for Finance and Administration to conduct a compre- 
hensive study of the Model Procurement Code and to report its findings not 
later than July 1 , 1977. 

_ The success of the Kentucky Coll oquia prompted Pennsylvania to stage 
similar sessions in three major cities. The ABA has been holding briefing 
sessions with local officials and state legislators in Maryland and New 
Mexico. Tennessee has indicated a desire to becomeaPilot State and has 
scheduled a Colloquia on the Code. The State of California has established 
a Task Force to make recommendations for revisions and additional coverage 
of the Code and is planning two seminars on state and municipal procurement 
in March 1977. 

_ _____A major objective of the proposed Model PrdcUremeht Code is to 

identify and synthesize the best el of existing state and municipal 
procurement systems. The comments of active participants in the State and 
local procur.ement process are being solicited. The American^ Bar J\ssociation 
believes that the more the Code is subjected to this critical analysis, 
the more likely_Tt_wil1 be that the completed code will resolve the actual 
problems of state and local procurement in a realistic manner. Thus, the 
sequence of drafting, comments, and re-drafting is considered an on-going 
process. 



Kentucky Involvement 

The Department for Local Government Training Unit became involved in 
the: procurement improvement process when asked to assist with the Kentucky 
Colloquia. Comments received at that time clearly indicated a state-wide 
heed for trairiingin procurement codes and practices. Seeking_ways to 
finance meeting of _ the state training need, tJhit staff uncovered avail- 
ability of National Training and Development Service Urban Management 
"Project funds and along with them the opportunity to put Commonwealth 
efforts to National Use. 



A skeleton team was established made upof departmental employees 
having skills in purchasing^ law* and curriculum development. The goal 
of this staff was to draft a proposal and* if funded, complete a training 
package according to the project design. 

In May, 1976, the department received official funding notification, 
and the Kentucky Procurement Codes and Practices Training Development 
Project was begun. 



Pa ckage ^A/elopment 

The project proposal called for the package to be developed in stages, 

calling on a variety of resources. Project staff ^^licited information from 
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local, state, _and national goverrimehtal units, and then used that irifbr- 
njatidh to draft package materials. Those^material s were then circulated 
for review and commerit to agroup of people similar to those furnishing 
the original information. Their review provided project staff with infor- 
rnatibh of accuracy arid usability of their material. 

Once manuals were completed they were tested national ly to determine 
whether they would indeed help local government managers do their jobs 
better. Findings from those tests were used for final package revisions. 



General Overview 

The product that h?.s emerged from all the above listed efforts is 
a training package that should provide you ^ the local government manager, 
with the information and directions you need to establish and maintain a 
public purchasing system. To better fit your needs, the package is de- 
signed so that it may be used: 

a. As a totality^ to increase your working knowledge of public 

b. In part, to guide your thoughts as you evaluate your purchas- 
ing responsibilities within the total system 

c. By chapter, to give you specific directions on performing pur- 
chasing related tasks 

The decision on when and how you use the package is yours. However, 

before you decide, you need to be familiar with its format. 



First, the package materials is divided into three manuals . Manual I, 
''The Purchasing Function, "is designed for purchasing agents or other 
persons who actually buy goods for publ ic agencies. Manual 1 1 , "The Advisory 
Function^" is written for the attorney who counsels a purchfiSing agent, mayor, 
or city manager on 1 egaT aspects of publ ic purchasing. Manual III, "The 
Approval Function," is to be used by the mayor, city manager, or other city 
administrator who approves public purchases. 

Manuals I, 11, and III are each further divided into Processes I-VI, 
in the following ordar: 

Process Ii Eentralized Purchasing Procedures 
Process II Bid and Award Process" 
Process III Public Purchasing Approval 
Process IV Inspection and_ Testing Procedures 
Process V_ Surplus Items Disposition 
Process VI Warehousing 

Each manual and process begins with a set bfevaluation questions 
related to the_ knowledge coritained therein. Completion of each set of 
questidns should help you determine your gaps in knowledge and understanding 
and therefore know those points on which you need to concentrate. 
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Questions are also asked throdghout the rriahUal. These are for the . 
purpose of aiding_in concentration^ emphasizing important information and 
helping you to apply that irifbrmatibo: to your local government. Please 
read and answer all questions carefully ais sbme_of them will be repeated 
in a final set of questions at the completion of the manual. 

A second set of questions is also provided at the end of each manual 
and process^ Your responses to these should show you how effectively you 
are learning. 



Suggested Sequence For Using Manuals 

Ybd should now be able to make the decision of whether and how to 
use the manuals as a total package or in parts. Ideally, you woi-ld use _ 
them at the same time that the" other metnbers of your city purchasing team 
take part. In this way you could informally discuss and decide upon methods 
of establishing and maintaining a good purchasing system^ If, however, you 
are using it alone you may still benefit from the system and clsq still 
utilize the same local resources ^ other purchasing staff, attorneys, and 
city administratbrs- 

The long-range goal bf this package is to help youdo the best possi- 
ble job in public purchasing. Completion oi" package materials will start 
you toward this goal but will not guarantee your arrival ^ Your main concern 
after that pbint shoud be how you can ^personally incorporate the information 
learned into your everyday work experience. 

As you go through the manuals, you wil 1 need to periodically reference 
your state statutes and local ordinances. Please make sure you have ready 
access to these references before you begin on any particular manual. 
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Ms. Betty Bingham^- _ _ 

Director, Lbuisville-Jefferson County 

Purchasing Department 
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OTHER REVIEWERS 



Mr. Homer A. Fdesteri. Executive Director 

State Board of Cdhtrol _ 

Lyndon Baines Johnson State Office Building 
Austin* Texas 78711 

Mr. Don Bdrut 

Director of Management Development Center 
International City Management Association 
1140 Connecticut Avenue* N.W. 
Washington, D. C. 20036 



Mr. Harold Hoi tz, Administrator 

Institute of Government 
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Georgia Center-University of Georgia 
Athens, Georgia 30601 

Mr. Aaron Shepherd, CPPO, CPO, CPM 
610_Banner Avenue 

Winston Salem, North Carolina 27017 
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Manager of Research and Evaluation Branch 
Department for Human Resources 
275 East Main Street 
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General Services Director 
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National Purchasing Institute 
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Houston i Texas 77025 
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Mr. Drex R. Davis, Jr. 
Training Officer 
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PUREHASING RANUAt 
PRETEST 



The fbllbwing qtiesliehs direetly relate tiD the Irifbrmatibh contained 
In the Parchaslhg Rahual Which yeii will be studying. Please answer each 
question by clrcllhiEl the correct answer. 



Ibu ire hot expected to know many of the answers at this time. It 
Is bnly asked that ybu consider each question carefully and answer to 
the best of your ability. 

After completing these quastibns> turn to page 11.2.84 in the 
Appendix and check your answers. Items missed should point out areas 
bh which you need to concentrate. 
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PUReHASINS EVAtUATIGN QUESTieNS 



1. A "qualified bidder" is a bidder who: 

a. Represents a nationally advertised product 
b; Is determined by the purchaser to meet minimum set standards 
and j^s placed on the bidders list : 

c. Has met the requirements of federal bidders standards 

d. Has a minimum of five years experience with the product on 
which he is bidding 

2. __ There are two different views ebheerhing government purchasing 
bidders list. One view is that bidders should be prequalified for the 
list. The other is: 

a. The purchaser decides on his own who he does and does not 
want on the list _ ^ ^ 

b- Any interested supplier who submits an ajDplicatidn is automat- 
ically included on the list 

c; No real list is maintained _ _ _ 

d; A bidder is only put on the list after he makes a bid for a 
product 

3; Name the steps that should be included in the prequal if ication of 
bidders: (ehoose 3) 

a. Establish a standard application form 

b; Discourage unqualified bidders from applying 

c; Set forth evaluation policies in writing 

d. Insure that the evaluation policies are kept confidential 

e. Notify the supplier in writing if he has been accepted for the 
list 

4. The process of removing bidders from the list should include which 
of the following steps? (Choose 3) 

a. Establishing a vendor file 

b. Documenting a bidder's performance failure 

c. Informing the bidder in writing that he will be removed from 
the list 

d. Informing all other bidders of the bidder who was removed 



17 



li.2.v 



^. fh<i us''.rd'j procedure for reinstating a bidder to the list should 
in;;'! ude which one of the following? 

fc; The bj??det\submits evidence that he has cured the problem 
caus'mg his removal 

b. The_bidder and the purchaser have a formal talk and come to 
a compromise 

c. the biddisr cannot be reinstated to the same list from which he 
was removed; he must be placed new list 

d. Under no circumstances can a bidder be reinstated to any list 
once he has been removed 

6. A major function of maintaining the bidders list is to: 

a. Keep it organized into commodity codes 

b. Delete bidders 

c. eohtinually seek new sources of supply 

d. All of the above 

7. In some local governments, the bidders list includes only the name, 
address^ and commodity category of each vendor. In other places, where 
prequal if i cation is_ased, detailed questionnaires are kept on file which 
include which of the following pieces of information? (Choose 3) 

a. Length of time successfully in business 

b. Facilities for production 

c. Major competitors 

d. Commodity category 

8; "Purchase specifications" are: 



a. The technical and descriptive requirements of a product and 
Its intended use or application 

b. The communication media between a buyer and seller 

c. The basis bh which bids are prepared 

d. All of the above 

e. None of the above 

9. Check which of the foUdwihg steps should be included in preparing 
each set of specifications? (Choose 3) 

a. Write each section separately 

b. Consult prospective bidders 

c. Keep available drawings* reference materials, and worksheets 

d. Review twice all items involved 

10_. The most important factor in any given set of specifications is to 
set out: 

a. The purchase deadline for the item 

b. The essential characteristics of the item 

c. The intended use of the item 

d. The intended price of the item 
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Answer Questions 11-14 by choosing from the list below: 

a. Design specifications__ 

b. Qualified products list 

c. Comparisons of samples _ 

d. Performance specifications 

e. Brand name specifications 

IK The three basic kinds of specifications are: 
a b c d e 

12. the kind of specifications most preferred in public purchasing is: 
a b c d e 

13. The kind of specifications to use for public contracting, publications 
and consultative works is: 

a b c d e 

14. The specification to use when time and resources are limited is: 
a b c d e 

15. A type of specification should be chosen: 

a. For its ability to communicate the desired quality level of 
the needed product : 

b. If it is the easiest alternative 

c. For its efficiency 

d. None of the above 

16. Good sources for preparing specifications are: 

a. Your state and local statute books . _ 

b. State, federal, and prbfessional publ icatigns 

c. Persons in your city kridwledgeable on the particular topic to 
' which your specifications are related 

d. All of the above 

17. "Standard specifications" are used when: 
a. They are required by federal law _ 

b; Items are to be used for similar purposes by one or several 
different using agencies _ _ ^ 

c. Items are purchased on a one-time basis 

d. None of the above 
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18. __The_ factors to be considered in writing and maintaining standard 
specifications are: (Choose 3) 

a. Gathering purchase records in a central location 

b. Recording the frequency and volumes of each type 

c. keeping a limit on the number of specifications that are 
standardized 

d. Haying the specifications reviewed by using agencies and 
industry representatives 

19. ___The most Important protector of a healthy and equitable public 
purchasing system is: 

a. Establ i Shi ng standard specifications 

b. Prequallf icatiqn of bidders 

c. Open competitive bidding 

d. Bid tabulation 

e. None of the above 

20. The Invitation for Bid (IFB) should contain: 



a. Terms and conditions to be used by suppliers in preparing their 
proposals 

b. Specifications 

c. A coyer sheet, including project identification 

d. All of the above 



21. When bids are solicited by dividing the bidders list into geographic 
regions, it is called: 



a. Rotational bidding 

b. Regional bidding 

c. eompetitive negotiation 

d. None of the above 

22. Written procedures of receiving bids should include: (Choose 3) 

a. Requiring all bids be dated and properly identified ^ 

b. Keeping each bidder informed of all other bids received 

e. Desighatihg a secured box where: all incoming bids can be placed 
d. Requiring all bids be received by a preset deadline 

23. The public bid opening should include: 



a. Allowing all bidders plus the general public to know the nature 
and extent of bids received 

b. Altering bids that do not conform to the purchaser's needs 

c. Announcing who is awarded the contract 

d. All of the above 
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24- in the sealed bid and award process, the purpose of evaluating bids 
is to: 

a. Prequalify suppliers 

b. Determine the lowest responsible bidder 

c. Bond them _ _ _ - ; 

d. Determine which bidders should be deleted from the bidders list 

e. None of the above 

25. Bid bonding should be used: 

a. On all bids_ 

b. When openness is desired 

c. When the reputation of the bidder is known to be bad 

d. When the reputation of the bidder is unknown 

26. The person given the authority to make the contract awards must: 

a. Be certified by the state board of purchasing 

b. Have a knowledge of all state and local statutes which relate 
to the process 

c. Not know_any of the bidders 

d. None of the above 

27. Given preferences to local bidders in evaluating bids is: 

a. Argued as unconstitutional because it can be a barrier to 
interstate commerce 

b. Promoted by local businesses and special interest groups 

c. Costly 

.d. All of the above 

28. Any bid submitted that does not conform to the specifications set 
out in the Invitation for Bid (IFB) should be: 

a. Reprocessed 

b. Rejected 

c. Questioned 

d. Used as standard 

29. Emergency purchases should only be allowed: 

a. In duplicate purchasing 

b. Through pennission of the central purchasing officer or some- 
one in a higher position 

e. Through permission of the seller 
d- None of the above 

30. Single source purchases are made: 

a. When a certain seller is preferred by_the purchasing agent 

b. When only one department needs the item 

c. When there is only one acceptable vendor able to furnish the 
needed item 

d. All of the above 

II;2;ix ^ 



Competitive negbtation can be used when: 



a. Time is crueial factor 

b. High technology items are involved 

c. The purchase is for professional services 

d. All of the above 



Which of the following steps should be used in competitive 
on? (Choose 3) 



a. Preparing a 1 ist_ of qualified bidders 

b. Calling each qual if iedbidder on the phone 

c. Giving public notice of the intended purchase 

d. Soliciting bids through a Request for Proposal (RFP) 

e. Asking for sealed bids 

"Cooperative buying" is: 

a. Purchasing made from several bidders at one time 

b. Several units of government getting together to purchase an 
item 

c. Aunit of government making a cooperative agreement with a 
sel ler 

d. Al 1 of the above 

In most local governments, who has final approval on all purchases 



a. The local elected or chief administrative official 

b. The purchasing officer 

c. The specification writer 

d. None of the above 

"Malfeasance" includes: 

a. Conflicts of interest 

b. Bribery 

c. Kickbacks 

d. All of the above 



A conflict of interest occurs in a contract when: 

a. The purchasing official and chief administrative official 
disagree on a certain point _ 

b. The purchasing official and supplier disagree on a certain 
point 

c. The personal interest of the government employee is involved 

d. All of the above 

Ignoring statutory requirements includes: 

a. Making emergency purchases in non-emergency situations 

b. Making many Individual petty-cash purchases in place of one 
large competitive purchase 

c. Making a purchase without going through the proper channels 

d. All of the above 
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38. What type of items should be bought under term-contracting? 

a. Items required year-around and used among all agencies 

b. Items subject to disapproval , 

c. items required on a seasonal basis _ - 

d. All items that are not bought under letter contracting 

39. The things that should be included in a letter of complaint against 
a supplier are: (Chbdse 3) 

a. Reason for complaint 

b. Name of the person who made_the complaint 

c. Number of days allowed the supplier to comply with the require- 
ments _ _ ^ 

d. Consequences of the supplier's nonconformance 

40. The most effective method of inspecting items is to use: 

a. A central inspection staff 

b. A computerized testing program 

e. A mechanical tester 
d. Regional testing 

41. Surplus items are: 

a. In excess of present and hear- future heeds 

b. Still useful and should not be labeled "scrap" 

c. Both "a" and "b" 

d. Neither "a" nor "b" 

42. An item becomes surplus for one of three reasons: (Choose 3) 

a. Its use has decreased 

b. It is replaced by a newer item 

c A program is changed or discontinued 

d. It falls under the standard definition of "scrap" 

43. Surplus items can be identified best through: 

a. The inventory process 

b. Board meetings 

c. The purchasing agent 

d. The supplier 



44. A surplus item may be disposed of by: 

a. Transfer 

b. Trade-in 

c. Sale _ 

d. All of the above 
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45. If you want to trade-in an obsolete item for a new one you should 
iiidica-te such in: 

a. The newspaper 

b- The Invitation for Bid 

e. A trade-in notice 

d. The relating statute 

46. In sale of surplus i terns ^ one condition that should always be made 
is: 

a. The government provides ho guarantees or warranties 
b- If defects are discovered latere the sale will be made invalid 
c- The buyer must be known by a member of the purchasing staff 
d- Sealed bids should always be used 

47. In taking inventory: 

a. Always try to make a good estimate; it takes too much time to 
count every little item 

b. Always coUhti do hot make guesses 

c- Count only big items, estimate on smaller ones 
d- None of the above 

48- The main function of warehousing is to receive* store* and disburse 
repetitive use items: 

a. All at one time 

b- From a central location 

c. Yearly 

d- According to statute 

49. Storing items in one central warehouse: 

a. Helps keep inventoriesin balance 

b. Lets items be available when needed 

c. El imi hates many small stockrooms 

d. All of the above 

50. Transactions that occur in a warehouse should be recorded: 

a. Within five days 

b- At the end of each day 

c. As soon as each occurs 

d. Before each is allowed to occur 

5J. Establishing a centralized purchasing authority is: 

a. Placing control of all ptirehasihg activities with one admin- 
istrative unit within the local jurisdiction 

b. Placing cdntrdl of all purchasing activities with the state 
c- Placing all surplus in a physical location central to all 

using agencies 
d. None of the above 
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52. To ehcdUrageagencies to control purchasing under a centralized 
system, data should be kej3t on: 

a. The budget 

b. Itemis each using agency expects to purchase 

c. Management information 

d. All of the above 
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INTRODUCTION TO 
THE PURCHASING MANUAL 



While a given government differs significantly in size, structure, 
and governing ordinances from other units of governnient^ it like all 
others^ needs good controls as well as effective and efficient program 
mariagerneht. ObieAvZng 6ound puichjuing p>tiiic^p£e4 4J> ajntut ^ok any 
goveAmiiyit despite it's size. So, al thougli ^ecftnx^queA for implementing 
a purchasing program can be expected to differ because of program size 
and other facto rs* 6iahdaA.d& of good purchasing can be applied equally 
to all levels of government. 

The Council of State Gdyernment's study dhstate and local govern- 
ment purchasing states that "a goyerhment is well -served. by public pur- 
chasing when there is central izatidrii dpehness» impartiality, and profes- 
sionalism." The validity of each principle and process in this training 
prdgram has been measured against these criteria. Please keep this upper- 
mdst in mind as ydu prdceed through the purchasing manual. 



Some of you may think that such a standard is fine in theory, but 
would be financially and/or pol itical ly impractical fdr your unit of 
government. And you might think that because df the size or structure of 
your organization, you should be exempt from part or all of the standard. 



If the standard is broken down into individual pri it can be 

seen that your using the standardas a guide for choosing purchasing methods 
should actually help your government save money and gain public support. 
Cewt^a^z:ing purchasing is f in it helps_ avoid dupli- 

cation and allows buying in quantity at lower prices. Imgo^itia^^g' also 
helps save, as it justifies "shopping around" for the best and cheapest 
suppl ies. Opznne^^ _and pAoi2^s^^^^ 

support by letting the public see the government performing its duties 
for the public's interest. The feet/ thing to /imembeA Jb^ that cewtAatL- 
zatU^on, opznt66, impa.^vt<.aJtity , and p/tOi^z^6A.onaJbi^m A,n pabJbic puAchoA^ng 
i& a itandoAd totm/td u^ch t^e can woJtfz and thai any tzchnlqaz tue oAz 
ihinhing ti&Zng ouglit to be looked at to 6ee hoto it keiate^ to iJkL6 
^tanddkd. 

Also, a local unit of goverhmeht may not be prepared or may hot have 
the resources to Jump right into procurement professionalism. Such a 
system may and should be approached in phases; step-by-step changes are 
more likely to be more palatable than an abrupt turn-about. 

The content of this training program is designed to let you, as a 

purchasing agenti select and use procedures appropriate to the needs of 

your position. It is up to each individual as to how he will use the 
information. 
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CHAPTER I: CENTRALIZED PURCHASING PROCEDURES 



Central purchasing is basic to this packagers purchasing principle. 

It is riot only importarit as a service-oriented concept, but also as a 

mariagement-orierited system. A purchasing program includes much more 
ordering arid buying goods arid services. It includes planning and sched- 
ulirig^ bid solicitation, evaluation and award, writing of specifications, 
inspectidri and testirig^ and many other functions. Such a number and va- 
riety of functions would be handled best through centralization of the 
jDurchasirig system. 

To satisfy the ceritral ization requirement^ the authority, responsi- 
bility, and control of your purchasing activities needs to be placed with 
oneadmiriistrative unit. In a larger unit of government, such an authority 
would cbrisi St of ari entire purchasing staff, divided up and assigned to 
individual purchasing functions. In a smaller governm^ the 
central purchasing authority would be one individual handl ing the job on 
a full or part-time basis. Regardless of the size of a central purchasing 
authority i the point is tp_prov1de_pne authority with the right and duty 
to draft arid enforce policies relating to purchasing. 

The process of establishing and maintaining a central purchasing 
authority cari be broken down into three basic functions: 

1. Determine objectives/ dutieS/ and responsibilities 

2. Establish guidelines for unity within each depart- 
ment OF YOUR organization 

3. Institute guidelines for encouraging agencies to 
control purchasing 



1, Determine objectives/ dutieS/ and responsibilities 

Since purchasing related activities overlap with various other 
functions of the different using agencies^ aw eggectiue ptViahculng pKosnxm 
mmt fae bixiti vn a dtzaji ^ tcutmMt oi aixthohxZij and KUpomlbitity. _ Once 
your governmental unit has established such astatement, all processes 
that follow should run smoothly and efficiently. 

TASJ<^A^^ Determine objectives 

To establish furictibns arid delegate duties and responsibilities 

you must first and foremost set out the objectives of the central purchas- 
ing authority. Such objectives— your policy--can then be implemented 
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througti rules and regulations set up b^^ statute or by you, the purchasing 
authority. The objectives that make up your policy should be: 

1. tteintain contact withusing agencies and vendors that are 
doing business with your government 

2. Reduce and control the cost of purchasing supplies, equipment, 
and services 

3. Maintain open communication with the news media > 

4- Influence legislation that supports good principles of public 
purchasing 

5. Organize effectively 

6. Continually document and update practices 

7. Co^unicate professional excellence to operating agency heads, 
other government officials., and the public 

Thecentnal .purchasing authority should be -much more than a focal 
.point for consoVi dating orders. Its responsibilities should include 
providing information to using agencies regarding vendor performance, 
commodity usage, inventory levels and specifications; Central purchasing 
should also be responsible for central warehousing, including stockpiling, 
imentory control, receiving, and inspecting. All such duties will be 
discussed in later chapters, but keep in mind that c^ntAot ptx/tchcuing 
is responsible for them. 
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*The objectives that you should include in your purchasing pol icy 
(listed on the previous page) are very important. List them below in your 
own words. 



1 . 
2. 
3. 
4. 
5. 
6. 
7. 

at 



Now check your answers with the previous page. Were you able to list 
least four? If not, look them over again before moving to the next task 



TASJCJ: Establish external ^md^terna l organization 

In establishing a central purchasing ^authority in your level of 
Qovernment, its organizational placement is important. The authority 

deal fliHy with vendors, coordinate with other government departments, 
orovide quality service, and protect the publ ic interest. And its 
placement within your govern^^^ should assure that such responsibilities 
can be accomplished easily. 

There is no one best placement for your organization; what might 
work Well in one local government may not work well in another The 
?onowing factors, however, should have a major impact on the decision. 

1. Organization and management philosophy 

2. Tradition 

3. Size of the purchasing program 

4. Resources available 

execSr^^^e^^ened. So this should be a stronc, consideration. 

An additional consideration is thatJf th^size and volume o^^^^ 
purchasing activity calls for only a single individual to handle the 
Sroaram the individual needs enough authority and responsibility to 
achieve'purchasing purposes. If, on the other hand, your government re- 
dSires an entire purchasing office, establish it as a separate unit on 
an ^qual basi with other major departments. Whatever the: organization, 
the Central purchasing authority should occupy a place where it can 
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coordinate arid deal with the other departments effectively and,^at the 
same time* have enough power to prevent decisions based on partisan 
political pressures. 

In establishing the internal orgahizatibri of your purchasing program 
keep in mind that your functions should include ovQAalt maZQAxaU manage- 
mznt, not ju^t atquJjvim gu/i.cha6^ng thm.: Your purchasing .program 
should include acquiring items, assuring quality, dlsposing^of items, 
consolidating agency needs, determining and evaluating requirements ^ 
administering contracts, as well as many other functions. 

The ideal central purchasing authority consists of three major programs: 

1. Acquisition ^roqram --Should encompass planning and scheduling, 
designing Invitations for Bids, and sol iciting bids ; receiving* opening 
and evaluating bids, and making awards; expediting; and contract admin- 
istration. 

2. Standards and q^uality assurance prbgram "-Shduld include standard- 
ization, specification writing, inspection* and testing. 

3. Disposition: program- -Shoul d 1 ncl ude transfer of surplus property 
from one agency to another, and its disposal through sealed bids, auction, 
posted prices, site sales, or direct negotiation. 

Each of these functions will be dealt with later. 

TASk-C^ -Delegate duties and responsibilities 

A central purchasing authority must supervise all purchasing operations 
and delegate purchasing activities. The following is a ] ist of activities 
that should be included in the purchasing cycle, along with the person{s) 
who should be responsible for it. This is an example of what would work 
well in a typical purchasing organization. Hopefully, it could be adapted 
to yours. 

1. User department prepares three copies of purchase requisition, 
keeps one copy for file, and sends two to purchasing. 

2. Purchasing checks the requisition to see if it is accurate. If 
not accurate, both copies are sent back to user department. 

3. If accurate, purchasing checks to see if funds are available. 
If not available* copies are sent back to user department. 

Note: Accounting, or a budget division, can also determine the 
availability of funds. If a budget is in use, it will be referred to in 
order to see if the purchase is budgeted. 

4. If funds are available, purchasing keeps one copy of the requisi- 
tion for file, sends one copy to accounting, and determines whether regula- 
tions require bids to be solicited. 
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5. If bids are not required, price quotations are obtained by phone, 
written inquiry, or from catalogs, and a purchase order is prepared. 

6. If bids are required, bid quotations are requested. 

7. Bids are_received and tabulated^ and best bid is 
submitted to the commission or council for approval. 

8. The copiission or council evaluates the recommended bidder and 
decides whether to approve. _ If not approved, either (a) another bid 
is approved, (b) no bids are accepted and the purchase denied, or 
(c) purchasing is instructed to solicit bids again. 

9. If bid is approved, purchasing prepares purchase order. 

10. Purchasing keeps one copy of purchase order for file, and sends two 
copies to selected vendor, one to user department, and one to accounting. 

11. Vendor supplies ordered goods or services, and submits an invoice 
along with one copy of purchase order, keeping the other copy for file. 

12. The user department and purchasing inspect the goods to see if 
specifications have been met. If they have not been met, goods are sent 
back to the vendor, or he is otherwise directed to comply with the order. 



13. If specifications are met, receiving report is prepared in triplicate 
by user department, one copy is kept for file, and two are sent to 
purchasing . 

14. Purchasing verifies that receiving report and purchase order coin- 
cide, keeps one copy for file, and sends a copy to accounting. 

15. Accounting verifies that purchase order* invoice, and receiving report 
coincide, and pays the bill.^ 

Some governments require that all orders be prepared and issued by 
central purchasing, while others permit the using agencies to prepare and 
issue orders after central purchasing awards the contract. Inmany govern- 
ments, the purchasing authority would be overloaded with work if all 

acquisitions came through it* so they delegate using agencies the authority 
for making certain types of purchases and for wa1y1ng_competitiye biddi^ 
under certain circumstances (for instance, in making emergency purchases) . 
PeXegatcoiU 6houJLd be made vohm the, ac^viXX(L6 can mo^e togica£tij be peJt- 
(^omed hij othe^6. Always* in such cases ^ centAaZjioim^ _ 
e6Zabtuh the pAocedUAe6 to {^ottoii)^ ove,n^ee_the ent^Ke p^^^ and ^eczive 
and ^evleM) copied oft/re D^^dcA^ placed. The central purchasing a 
maintains overall legal responsibility for implementing t^ purchasing 
program and establishing policies, procedures, and controls. 

TASK D: Anticipate potent4al— probTems-and-estabUih ^1 tem^ solutions 

So that your central purchasing authority runs as smoothly as possible, 
it is best to anticipate potential problems and know how you will deal 
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them from the beginning. This will let.you prepare for any that might arise 
by having alternative solotions available. 

Here is an example. If yoor purchasing authority has been placed in 
your governmental structure where it will be hard for you to have good 
communication w. .h the_chief exeeutive^ you can be certain that problems 
will arise because of that communication distance. Probably the biggest 
problem that will arise isa time delay for getting something approved. 
So that your time delay will be as short as possible, it is best to have 
ready several ways to handle the problem bejjp^e it arises. Depending on 
your government's size and power structure* thereprpbably are available 
a number of different ways to get through to the chief executive. If 
you research and are prepared in advance for this communication barrier, 
your chances of overcoming it are much greater 1 

Thus the task of being. prepared for potential problems can be accom- 
plished by seeking out problems that may arise, researching and developing 
alternative solutions for each of them. 

*List a potential problem inherent to the organization of your present 
purchasing program. 



*ean you list two alternative solutions for it? 
1 . 



2. 



TftSK E: Identify legislation, regulations, or authorities which relate 

to central^ purchasing 

Not 6nly_shou1d you be able to ide*^tc/^5/ legislation^ regulations , or 
authorities relating to central purchasing, but as we talked about in 
"writing objectives," it is the purchasing authority's responsibility to 
>cni{£aenc?_legislation that supports good principles of public purchasing. 
Another objective that applies here is your "responsibility to communicate 
professional excellence to operating agency heads, other government 
officials, and to the public." 
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In other words, ^ -ct complttiZij ijouh. /lUjponslbUAXg to -^^n yocui 

Zamakm^ and iheM advi^ohA ai to. ^fae -onpo^t^n^ P^>t«i^J??e^ .o^ . 

puAcha^lm p^ocKii. In order to do this, ijou muMt be imAjMVt ku^ pKZA>ZYVt 
£0104 and :>LZQuJiaiLoni . 



2. Establish unity within each segment of your organization 

In order that your purchasing program will run efficiently, each ; 
segment most know what all other segments are doing and why. Boing this 
will discourage overlapping and deficiencies and promote job satisfaction. 

*ean you name a problem in your purchasing program which indicates 
lack of unity? Discuss it. 



No matter What your problem may be, there are certain guidelines that 
can be used to deal with it and prevent others like it from arising. The 
following are suggestions for preventing and dealing with such problems: 

1. Document the functions of each departmental unit and distribute 
them to all other units. 

2. If it is known that a certain departmental unit is intruding oh 
another's function, address the problem immediately by contacting the 
unit's supervisor. Find out why the intrusion Or dupl ication is occurring, 
and if the function is really not appropriate for the said department. 

3. Any change of function should be justified, documented, and 
distributed to both or all units involved. 

Unity and coherence of action wOuld appear to be more of a problem 
in larger units of government than in medium or small sized units. Still 
its prevention is important, regardless of the government's size. 

3i Institute guidelines for encouraging agencies to contorl 

PURCHASING 

In setting out the objectives and responsibilities of the purchasing 
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program,_it I's Important that all using agerieies are treated fairly so that 
good responsiveness is received from them. 

After you have set out the goals and objectives and delegated the 
responsibilities of your purchasing program, set out policy to encourage 
agencies to control purchasing. Such policy should include the following: 

1. Reasons for the way you delegated duties. 

2. Conditions under which exemptions or exceptions will be made. 

3. Reasons for each using agency to abide by their objectives and 
responsibilities given them. (Here you should justify your operations, 
emphasizing the principles of good public purchasing.) 

4. ^Procedures and justifications for using agencies to submit data 
to control purchasing. 

There are several types of data that need tP be monitored in order to 
control purchasing. The first piece of information that would be needed 

is a iyC6i 0^ itm6 that each tUilng agtncij expects to puAc/icwe. 

*Can you think of another piece of data that central purchasing should 
require using agencies to submit along with a list of items wanted purchased 



Central purchasing would need tn^omatX,^ of^ cadi 

Itm needed, and atso the tone ttieij lotit be needcd^^^ mutd at^o nead 
^Aom u^lng agencies budgeX and managmeyit In^onmatLon. 

Budget rfota (or, more simply^^ an annual budget submitted by a using 
agency) is a good source of information for forecasting heeds. Though 
budgets can't be used to predict specific purchasing requirements, you 
can analyze them to get at least an indication of the general types and 
volumes of purchases to expect during the year. 

A managmeyit A.nifiOmaiA.vn Mptem will give you a close examiriatiori of 
items and quantities purchased in the past. Not all local governments 
have the data-processing capabil i ties and other resources necessary to 
develop an automated purchasing system, or: even a manual system. A 
manual system can be achieved by having all bid-award documents and pur- 
chase orders filed according to major commodity code groups or at least 
by maintaining a cross-index by commodity. With this system^ you can find 
the background of a particular commodity wi thout having to go through all 
the files. How you use this technique will depend oh such factors as the 
amount of purchasing activity for a particular item. For an item with a 
low level of activity, for instance, you could use the following example 
commodity card: 
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GOMMOBITY PROFILE CARD 
eOMMODITY X 



Vendor Award Bid Award Quantity Award Kequesting 



Date 



Pile flo. Amounts Agency 



A 2/25 36437 25 $ 500 Police 

B 4/4 90514 15 2,509 Fire 

A 8/12 69087 50 80 Mayor's Office 
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FOOTNOTES 

^ Parehaslhg^ fdr^Local Governments , Institute of Government, The University 
of Georgia, p. 14-15. 
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CHAPTER II: BID AND AWARD PROCESS 



The term "bid" as used in publicpurchasing refers to you as the 
prospective buyer* seeking and/or obtaining item specifications and 
prices from a supplier. "Award" refers to your purchasing outright or 
signing a contract to purchase a commodity. The "bid and award process" 
then becomes your acts of looking for a product and buying it; 

The total process, which includes a variety of activities, can be 
broken down into five basic functions: 

L Establishing and maintaining a bidders list 

2. Preparing spEeiFicATioNS 

3. INVITING/ OPENING/ RECEIVING/ AND TABULATING BIDS 

4i [Evaluating and awarding bids 

5. - Working with alternative procedures to the bid 

AND award process 



ii Establishing and maintaining a bidders list 

The bidders list determines who will receive Invitations for Bids. 
The list sets out the names of suppliers of various goods and services as 
the possible sources of bids and proposals. The list also encourages 
competition by providing qualified suppliers to compete equally for 
government business; Consequently , establ ishing and maintaining a qualified 
list of bidders is an important part of the purchasing program. 

The process of establishing and maintaining a list of qualified 
bidders includes the following tasks: 

TASK A: Setting up the lists, including prequal ifying bidders 
TASK B: Maintaining the lists, including deleting bidders from it 



TASK A: Setting Up the lists, incl udi^^g-prequaUfying-bidder^s 
There are two different views concerning bidders lists. 



Theory #1 Any supplier making a request to be on a list should be included. 
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Some porchasirig statutes require that any interested supplier who 
submits an applicatibri giving his name, address ^ arid the cbmmbdity in 
which he is interested is adtomatically iricluded ori the list. The 
rationale behindthis isthat prequal if ication is discriminatory. 
It is said that it irihibits competition by disqualifying riew, small, arid 
minority businesses who caririot meet financial arid experience requirements. 

Theory #2 Bidders should be prequal if ied for the list. 

Some statutes provide that the bidders list include only qual ified 
vendors. A local government under such a mandate must establish criteria 
for determiriing such qualifications. 

To establish lists of qualified bidders^ it is first necessary to 
define what a "qualified bidder" is. A biddeA ^ dzZtmlntd quaJU^lltd 

compeXznat, ^^iJuia^ ^imncUaZ ahiXJMj, avid product quaLitij. In other 
words, in the interest of efficiency and economy^ bidders lists ought 
to include only active bidders who are capable of performing. (And who 
are known to have a good reputation.) 

the bidders list determines who will receive Invitations to Bid. 
Most local government purchasing offices use a bidders list broken down 
into the different types of commodities . Procedures for setting up the 
bidders list vary from one local government to another. 



*Do your state or local laws indicate whether or not your bidders 
should be prequal if ied? Yes - No 

*Cite the state or local ordinance, if any, that indicates such. 



If you are not required to prequalify bidders for your list, why 
should you choose to do_it? Isri^t it time-consuming and costly? Quite 
the contrary. To include dri your bidders lists every applicant regard- 
less of performance capability is much more impractical. Unnecessarily 
long lists iricrease the costs of_ sol icitirig bids arid cari lead to dis- 
criminatory practices such as sol icitirig bids ori a rotational basis. 
Arid, denying a supplier iriclusiori ori the bidders list from the very start 
is more: suitable than rejecting him later as a nbnrespbnsible low bidder-- 
it is also more efficient.' Also prequalification helps you miriimize or 
even eliminate the need, for bid bonding^ since you already have looked 
into the supplier's financial backgrbund. 

If you do chobse or are required to prequalify bidders* it should 
be dorie in a way that would riot reduce cbmpetitidn. the first and most 
impbrtarit step is utdbJU^king a ^tahdcutd appticaZLon £o/iM to insure that 
all applicants are treated a] ike. Information to be obtained through the 
form should iricludefiriancial standing andrespbnsibilities; facilties 
for production, distribution and service; length of time in business; 
and overall reputation. 
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Geritral purehasing shbdld review each application subnlittedi_ver1fying 
irifbrmation suppl led and comparing it to established standards. Sbmetimes 
other procedures are necessary; obtaihihg copies of suppliers' fihailcial 
statements, visiting their places of business^ or contacting their other 
customers. The standards by which suppliers are evaluated must be preset, 
specific, and pertain to each category of information requested. For 
example, one requirement could be that a supplier be in business success- 
fully for one year. 

Besides establishing a standard appl ication form (Step #1) there are 
several other steps which should be included in the prequal if ication 
process. These are: 

2. Setting forth evaluation policies in writing and making them 
available to any interested supplier. 

3. Encouraging suppliers to apply with the understanding that they 
must meet minimum requirements. 

4. Allowing for exceptions within the process. For instance, if 
a supplier is known to be competent because of past performance, he 
does not need to meet the prequal if ication requirements. Cpndl^ for 
any such exception must be defined in written policy statements. 

new or small business cannot meet financial or experience requirements, 
ah exception can also be made. In such cases, determine to what degree 
they meet the requirements. 

5. Notifying the supplier in writing whether or not he has been 
accepted fgr_ the 1 ist, and if he hasn* t, what he can do to qual ify. He 
should have the right to administrative review if he feels he hasn't 
been treated fairly. 

If you follow the above steps your prequal if ication program is more 
likely to promote fair and impartial treatment of suppliers. 
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Without looking back, see if you can list the five steps in the 
prequal ification process in your own words. 

1. 



2. - - 



3. 



4. 



5. 



Now^check your answers with the preceding page. Did you get them 
right?. The most important point to remember about these steps is that 
all policies and procedures he i^AiXtm oat and mad^ avalJ^^ 
intQA(^t:zd. Remember, prequal if ication is important to both purchaser 
and supplier. It not only provides sayings in administrative solicitation 
and bonding costs, but it also brings discipline to the process of deter- 
mining supplier capability and responsibility. 



TASK B: Mainta^ning-ths-bidders-tists, including deleting bidders 

A good pregualif ication system is of little use if it is not combined 
with a well -organized bidders list to provide a fast and effective means 
of soliciting bidders. Most local governments use a bidders list ^which 
is categorized by type of commodity. In structuring the list, major 
commodity classification groupings must first be establ 1 shed , each repre- 
senting a particular function with which a group of products is commonly 
associated. This classification order should not be too general or too 
specific, or soliciting bidders will be made difficult. 

For instance, if you made one category "office machinery," it would 
be difficult to solicit bids from all suppliers in that category for the 

purchase of a copying machine. Why? Because you would be including 

suppliers of copying equipment^ collating machinery, and even coffee-making 
equipment in the solicitation. 

To avoid this, include breakdowns in your categories— "office machin- 
ery" should includesubcategbries of "copy equipment," "typing machinery," 
"tape recording equipment," etc. P^opeA c£a4-A^gic^^ cutt u^ed to ihz 
dzgkzz ^at ph,oduaM and ^uppLieM oAa Qlo6QJiy moutcktd. Tkt p.yUmt to iaktch 
majok aommodlty aode/i ate 6ubdivldzd Into iXm cZa^6lilcjCitLoyu> i^ltt depend 
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tannejtu on ihz ruvtukt the. Um and onjLzsponi&(> that you 3^ to 

i6UcJJ:ation6^ For instance, if at. least a 56 percent response rate on a 
particular item is not obtained, the bidders list is probably not properly 
categorized. 

Say you solicited bids for a memory typewriter from every supplier 
on the "typing machinery" list, and you only received bids back from 25 
percent of them. This is a good indication that you should subdivide the 
"typing machinery" category into several different classifications. 

Some local governments code their bidders list aceordiogto commodity, 
and cross-index this code with each vendor so that in soliciting bids, _ 
the purchaser can easily identify the suppl ier according to his respective 
product lines. If your local government is without a coding system, and 
you think you'd like to develop one, it would be best to build from ai 
system used by a governmental unit similar to yours, rather thain try to _ 
develop one completely on your own. And if you presently have an indexing 
system, it needs to be reviewed periodically to determine whether it is 
still appropriate. Some type of uniformity of commodity codes among 
local governments would provide for better communication and cooperation 
between them. Presently, however, there is really no such uniformity. 



We said before that a good pregualification system is of little use 
if it is not coupled with a well -organized bidders list. Still, a lOelZ- 
oftgoiUztd blddcM tut U tUtte. uuse. M ^ Soei not fi^pfie^znt thz ^ 
mo6t cuAMnt, avamLbZz cmpztition. This can be accomplished by contin- 
ual canvassing to identify new sources of supply and by eliminating in- 
active and unsatisfactory suppliers. 

Continually seeking new sources of supply must be based on an organi- 
zed program, since it is such an easy function to overlook. Some of the 
things you can do on a regular basis are; attending trade shows, researching 
license bureau files, and maintaining market information files. Also read 
thro trade magazines such as: ThotmA R&gl&tm oi Ammi-can Mana^acta/czfU 
and Ziid CUcaao Buije^ ' 6uMt. i A more extensive measure is to advertise 
in state or national trade publications. 

About once every two years, review your major commodity groups to 
see if the extent of competition being obtained is sufficient, and to 
decide what you need to do to expand your supplier base. 

The more delicate side of maintaining a bidders list is the deletion 
of bidders whose responsiveness and performance is not up to par. To 
carry out this process, the following tasks must be accomplished: 

A. UtabtUh ouXqjvux ioK deZetA.ng a blddaA ifwm thz tut. J^any 
local government purchasing agents remove a supplier from the_bidders list 
after three consecutive failures to bid. Matters such as; failure to meet 
delivery dates, failure to meet specifications, failure to keep promises, 
inadequate substitutes, and deficient material are also justifications 
for deletion. 
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B._ E^tabtUh a vzhdon. g^e (in central purchasihg) to collect infor- 
mation for periodic reviews of bidders responsiveness, performance, and 
capabilities. 

C. Establish pTio^^^^^^ ^oh. notice to blddeM, K^nstxttrnzyd, pzrciod 
0({ siupzmlon, and night o^ admlnistAdZlvt Kzvlm (See be^ow) . 

RzqfxiAz tkaZ any SuppJUeM' pzAlomanct iailuAt shouZd 5e docimcntVid 
and z ant to cznt/iaZ puAchjasing. These may need to be acted on immedi- 
ately or filed for future reference. 

Reu^eiC and tnvutigate, aZZ Aoxuom and evidendt and make the ^inaZ 
decision, when it is dctcmincd that a bidden shouZd be nemoved 
iqn cause. {For example^ unsatisfactory performance, or violation 
of standards. ) 

When AmovaZ is ba&ed on iaiiuAe to bid, it should be confined to 
that poAtLcuian. Itm on itms. 

When nemovai is ju^tt^ied, the suppZieh shouZd be Iniomed in i^nJiiinQ. 

eomplzielij documeyU^ t^^ ^on action, any contAact^ made, .and a 

hecond o^ the nevlew and appAovat [this can aUo be kept In the vendon 
iite). 

Reinstate a bidden upon necexpt oi a nm appJUcation, i^ he ha^ been 
hmoved ^on thnee con^ecwUve iaXtoAes to bid. he kai been 
nemoved Ion caase, he shouid be suspended Ion a peAiod ol one ijeoA^ 
a^ten LdUch he may nzappty. For his application to be reconsidered, 
he must give evidence that he has cured the problem causing his 
removal. Be sure to check state and local ordinances on this matter. 

Mtoi\) Ion admiyiutnaiive neview li ijou choose on i^ you OAe nequined 
to do so. Some local governments allow for administrative review 
of deletion and in some cases the suspension is automatic. Check 
state and local ordinances on this. 

^ Do you know the tasks required in deleting bidders from the bidders 
lists? Better yet, do you know how to maintain or what should be included 
in a bidders list? Let's have a try at the more general questions. 
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♦What kind of data should be Included in a bidders list? 
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Yoar answer could be one of several ^ oh your Jbeal 

ordinances. In spme_ local gpyernments* the bidders list ihcludes only 
the hamej the address, and the coinnodity category of each vendor; Iri 
other cases, where prequalification is used, detailed questiohhalres are 
Rept on file. The informatipri collected on these questionnaires includes 
financial standing and responsibility, facilities for production, dis- 
tribution and service, and length of time successfully in business. A 
comnodity code, if your government uses one^ will also be included on the 
list. 



2. Preparing Spegifigations 



"Spec1fications"_is defined as the technical arid descriptive 
reqairements of a product and itsin use or application. It 

does not contain the terms, conditions, or other contractual matters 
included in an Invitation for Bid. Specifications are the communication 
media between buyer and seller and the basis on which bids are prepared. 

With reference to the standard stated in the introduction, ask your- 
self the following question: 

*Wbat activities should be included in specification preparation to 
insure impartiality? Try to name at least one activity. 
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Insuring impartiality is perhaps the most important principle in 
the construction of good specifications, and almost any task related to 
ispecificatidn preparation would be a correct answer. But let's look at 
all tasks needed in the process: 

TASK A: Establish a central control over speeif ieations 

TASK B: For each se^of specif icatibhs prepar choose one of the 
three types: design, performance, or brand name 

TASK C: Refer to aids and legal guidelines on specifications 
preparation 

TASK D: Write specifications, setting out the essential characteristics 
of an item to be purchased 

TASK E: For each set_of specifications, describe the nature and 
methods of testing to be used 

TASK F: Establish standard specifications for frequently purchased 

items 



TASK A: — E4tabT4sb-a^ceotral control over specifications 

Again, you may think that such centralization is hot financially 
practical and maybe even impossible for your unit of government. Yet 
if individual unHs wUhin your government do any amount of bid spec- 
ifications they must make them consistent, accountable^ and enforceable^ 
Although using agencies may initiate descriptions of needed items* there 
must be a central body to assure that the final specif icatiqns are not 
too_restrictive or do not call for a higher qual ity level than is needed. 
Central control is also necessary to avoid inconsistencies and duplications 
within individual agencies. 

*Do you think a central authority for the preparation of specifications 

would be appropriate for your unit of government? Yes No 

For what reasons? — 



*Does your unit of government presently have such a central authority? 
Yes No 



If not, how would you go about establishing one? 
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Setting up such an authority is not difficult. But because there 
is potential for disagreement and confl icti t^e comp^e^e chcuin 
cuithoHJJy mu6t bt 6eX iokXh in mJJxhQ, CAJxhg tht Jttip6MiJ5iJUJxgt^ 
boih tzntAjdZ pW%chcUZhg and iho, u^ing agencXc/i. Each using agency, for 
instancej should haye the responsibility for determining the items it 
heedsj while central purchasing's responslbil ities should include check- 
ing the correctness i competitiveness i andsuitabil ity of specifications. 
(This will be covered in more detail in Task D "Writing specifications.") 
Cooperation between purchasing and using agencies concerning effectivenss 
and suitability of specifications is necessary. Such cooperation should 
be insured by the central purchasing authority. 



TASK B: For each set of specifications prepared, choose one of the 
three types: design, performamre, or^rafld name 

Each of these types of specifications differs in concepts, uses, 
and limitations and should be used only when it is most beneficial to 
the circumstances. 

A b^and namt 6pt<^^^ model number, or 

some other designation that identifies a specific product of a manufacturer 
as an example of the quality level desired. Any item equal to or sur- 
passing that quality level is acceptable. 

Brand name specifications are not usually considered good specifi- 
cations, but can be justified when time and resource^ are limited. They 
are efficient, concise, and especially useful when an item of low dollar 
value is to be purchased. 

Brand name specifications should indicate beyond any doubt that the 
brand name mentioned Is not the preferred product, but only the example 
product^ Statutes requiring public bidding usually require that brand 
name specifications must state that the brand name "or equal" product is 
acceptable. Sometimes using several brand names will provide better 
resul ts. 

Again, however, the use of brand names should be as limited as 
possible. Though they are quick and easy to use, they tend to dis- 
courage competition and reduce chances for equal opportunity for bidders. 

V^ign 6pecliication6 detail the characteristics that the item to 
be purchased must possess, even so far as to describing how the product 
should be manufactured. 

*Cah you think of a type of product for which you would use design 
specifications? 
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Design specif ieatibns are used most often in gdverrimerit purchasing 
for jjroduets designed by the using agency itself. If you jDut down, that 
they are used for publ ic contracting (roads, buildings, etc. ) , publ icatioris , 
consultant services, or for anything that requires p^eACA^bzd d^igh 
imtuAeyS, you are cbrrecti 

_Good design specifications cannot be written fiDr many items becadse 
the full detail required is often too restrictive for obtaining the 
actual performance needed^ and discourages full competition for the item's 
purchase. 

Pc/Lgo>tniaHcc_^pec^g'CcatiO)'i^ are those most j3ref erred, in publ ie pur- 
chasing today. These specifications describe the capabilities necessary 
to satisfy intended use of the product. And since setting out these 
performance requirements is_the priority consideration, these specifications 
are undoubtedly the most efficient for the greatest number of purchases. 

Performance specifications j3rdvide you as the purchaser with a 
direct method of determining the "lowest resjDbnsible bid^" without taking 
the chance of disqualifying any bid that is actually qualified. This is 
made possible through your evaluation of bids on a price/performance 
basis. Being able to determine value in terms of price as it relates to 
performance wil 1 insure you that the best and most advantageous bid will 
be submitted. 

A disadvantage in the use of perfdrmance specifications is the cost 
required in developing and maintaining extensive records on each bid. 
This includes conducting a considerable amount of research for their 
preparation, using a variety of resources. For instance, to determine 
the performance needed and that which is available for the purchase of 
a memory typewriter, research should be conducted to determine alter- 
native performance features. You should_ask such questions as: ''Is 
there a need for a magnetic-card typewriter or is the storage capacity 
on a memory typewriter sufficient?""Can I buy a memory typewriter 
that wil 1 also be capable of typesetting J justifying margins)?'^ In order 
to answer these questions you must research the field of typewriters, 
especial ly memory typewriters. Typewriter catalogues of all major manu- 
facturers should be reviewed for their products capabil ities. 
Al] information should be documented and, in most instances, saved for 
future reference. 

Another problem that arises here is that even though you and the 
using agency will be working closely in determining the specifications of 
the needed purchase, it is sometimes quite difficult to isolate and 
define the performance factors of a particular product and incorporate 
them into ah erall cost computation. Only experience can help you out 
in this area. Now see if you can answer the following question: 

*What are three main functions in writing a set of p^iohmancz 
specifications? 
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The three basic steps in writing perfdrmahee specif ieatiohs are: 

1. eonsulting with the using agency on the specifications needed 

2. Researching alternative performance features of the product 

3; Setting out the performance requirements the product is to meet 

Now that we have reviewed the three basic tyjDes of specifications, 
you can see that each specification type has its advantages and limitations 
Ho one type.of specification is best for all products, but each is good 
for some. Some products require a combination of specification types, for 
instance design combined with performance, to result in the most fair and 
efficient purchase. 

there are other types of specifications besides these three basic 
types.. These others include qualified products lists, ebmparisons of 
special samples and designation for a special use. These specifications 
are used under special circumstances and often for very small purchases. 
It varies from one unit of government. to another which types of these 
specifications, if any, are legally allowed. 

*Can you name a type of specification, other than one bfthe three 
main kinds ^ that is fairly popular in your unit of government? 



*For what kinds of purchases do you use this type of specification? 



Ngwsee if you can identify the uses of the three main types of 

specifications? 

*P}ace d^igjig^ combination of two 

of them next to each of the following items as the type of specification 
to be used in its purchase: 

New municipal building — 

Copying machine — 

Gasoline 



Highway 

Photographic equipment 
Air compressor 
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Here are the suggested answers. Read through them and see if yours were 
similar; 

New municipal building— cfc^^gn specifications would enable you as 
the purchaser to help detail the characteristics of the new building from 
the outset. 

Copying :maehine--b^ancf name such as "Xerox 4200" or "IBM Copier 2" 
would probably be used for this purchase. 

Gasol lne--peA|{a>^ance specifications would be most appropriate for 
purchase of gasoline, since usually its only requirement is its ability 
to perform. 

Righway--rfe6^gn specifications would be used for this since the 
structure wou'id be designed essentially by you. 

Photographic equipment--a bnAnd nojm would probably be the best 
qualifier for the type of camera or parts that the purchaser needs in 
this case. PoAionmahc^ specifications would also be appropriate. 

Air cbmpressor--a combination design and peAioAjmance, specification 
would be most appropriate. 

Did you get at least half of them correct? if not, reread the 
section once again* beginning with Task B- If you did get at least half 
of them correct* you are_progressing well • Now that you kriow_ the three 
basic types of specifications and each type's advantages arid limitations, 
hopefully you should be able to apply them appropriately to your own 
purchasing system. Because of frustrations in specification writing, 
there is a tendency to choose the easiest alterriative iri a given situation. 
This does not worki A type specification skouZd fee cho6zn ioK aJj!^ 
abltUij to communicate the deA-Ued qaaJUtij £eue£ of the needed pKoduct. 
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Let's see if you're concentrating well. Can you state what was just 
said in your own words? 

A type of specification should be chosen. . .(for what reason). 



Could you do it? Check your answer with the preceding page. If 
you were fairly close, that's great. You've now mastered the use of the 
three basic types of specifications. Let's move on to the next task. 

TASK C: Refei^joaids-and-Iegal-qujdelines on specifications prepared . 

Each unit of local government should have a person or persons in 
charge of advising both you as the purchasing officer and the person 
who has final approval on purchases within your organization (whether 
it be the_county judge, the city manager, the mayor, or someone else) 
on the responsibilities and limitations of each function of the purchasing 
process. Such anadvisory person should have a working knowledge of the 
legal system and good liaison with the local government for which he is 
working^ He can be the county or city attorney, or in a larger government, 
legal counsel to the administration. 

_Whatever his position. It is important that you have a direct line 
of communication with him. There are^ for Instance, so many legal questions, 
that arise in the preparation of specifications that should riot be left 
unanswered, if you are able to easily contact a legal advisory person 
on the individual questions that arise, your work will flow much more 
smoothly, and the complete specification process will be much more 
efficient. 

It is also important that you as the purchasing agent have a 

familiarity with all state arid local laws that apply to the purchasing 
process^ See if you can answer the following questions on legal mandates 
that affect your government's purchasing: 

does your state have many statutory mandates on local government 

purchasing? Yes No , If yes, do you know about how many? 

Are you able to reference these state statutes on local government 
purchasing? Yes No 

Go right now to your state statute books and see^how many statutes 
you can locate on local government purchasing. Identify and describe 
three of them below. 

Statute _— . - 

Description . 

Statute - - 

Description . . 
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Statute 



Description 



Now refer to your local ordinance books (if your government Has them) 
and locate at least two ordinances that apply to specification preparation. 
Identify and describe them below. 

Ordinance 



Description — - 



Ordinance 



Description 



If the ordinances in your government are not classified (or in any 
type of order) do you know the apprqx^^ of ordinances that 

refer to purchasing, particularly specification preparation? See if you 
can describe one or two in tne spaces above. 

_ Hopefully, by completing the above exercise you've discovered how 
easily state and local ordinances relating to the local purchasing process 
can be located. If you did not have an easy time with the exercisei then 
It at least has shown you how dependent you must be on your legal advisory 
persons \ Idzttttij agent 6hoiitd cUbJoag6 be abtt to 

toca^z itaiwtc^ and o^dinanccz tjoa needf ^ b ijoa 6houZd be 

afa£e to KeZy on youA tzgal advi^oAij poJLSon ioA qa^tA,on6 OA IntQApAttatloM 
oi them. 

Besides knowing where to locate the legal guidelines that apply 
to specification preparation^ yoa shoaldalso be aware of any other 
available technical information that will help yoa_in their preparation. 
Even if you work in a small government that does not have a specification 
writer, it is still not difficult to find available governmental resources 
and be able to establish good specifications. Probably the best source 
of expertise is the person or persons knowledgeable oh the particular topic 
to which your specifications are related. Personnel from a hospital, for 
instance* probably would be helpful in writing specifications for ambulance 
purchases. 

Another good source is state* federal * and prdfessibhal publications 
that print standards or specif icatidns from other state and local govern- 
ments. Such sources include; Index of Federal Specifications and Stand- 
ards, Superintendent of Documents, U. S. Gdverhmeht Printing Office* 
Washington, D. C. 20402; National Purchasing Institute* Inc.* P.O. Box 
20549, 4189 Bell aire Blvd.^ Suite 209, Houston^ Texas* 77025; National 
Institute of Governmental Purchasing* Inc.* 1 001 Connecticut Avenue, 
Washingtpn,_p._C. 20036; _ Construction Specifications Institute, Inc.* 
1717 Massachusetts Avenue, N. W. , Washington, D. C. 20036. 

Mip»._other state:and local governm^^ to send out 

information directly upon request. Such information could be adapted for 
use by your government. 
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TASK D: Write specifications^ setting out the essential characteristics 
of an item to be purchased 

After you have chosen the type of specification you wish to use and 
have done specific and general research on the item* you are ready to 
begin actually "writing" the specifications. The best method for this 
is to work from a master specif icatiorii cutting and pasting drafts of 
individual specifications on to it. Regardless of the method of composition, 
the following steps should be taken in preparing each set of specifications: 

1. Write each set of specifications separately 

2. Write each section separately 



3. Keep readily available drawings, reference materials* and a 
worksheet for each section 

4. Review all items involved (including drawings) twice, cross- 
referencing them with your reference materials 

_ As was described in Task B, specifications should be written in such 
a way as to communicate the desired quality level of the needed product. 
No matter what type of specification you choose to use, t^e QJS^znXiaZ 
cha/iacXeA^tic^ thz itm to bzjj^^ This is to 

insure that all bidders know exactly what the government wants to buy and 
can compute their bids. If an essential requirement i^s left out of a 
specification, it is possible that the award will^ be made to a bidder who 
actually cannot meet the government's need. It may be much later before 
it's discovered that the product purchased is not suitable for its intended 
use. 

Some governments have one certain individual assigned to write all 
specifications. The responsibilities of such a specification writer 
should include the preliminary procedures of specification writing, as 
well as the writing, layout, and reproduction of the final product. If 
your governmental unit does not have a specif ieatioh writer, at times it 
will be necessary for a consultant or an expert outside your agency to 
advise you on the technical details of specification writing. 

*Go now to Appendix 1 (page II. 2. 62) and look over the sample set 
of specifications for "Toilet Tissue." 



Setting out the essential characteristics of ah item insures a 
proper quality level, or the pJioducX^ ^ 6tUtabiJUXy ^oA iM ihtthdzd a6e. 
Leaving out essential requirements is risky* but requiring unnecessary 
features can really be wasteful. For instance^ in ordering memory 
typewriters, ifseveral magnetic card typewriters are ordered for an 
office which really only needs the storage capacity of the regular 
memory typewriter, then money is wasted not only on the initial purchase 
of the machines, but also in maintaining them and in training personnel 
to use them. 

Requiring such unnecessary feature cannot only cause waste, but 
also hinder competition on the item when it is let to bid. When the 
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specifications are more r« than necessary, they also. eliminate 

from competition those items that actually would have been_ satisfactory 
arid availableat less cost. This means that impartiality is compromised 
arid urisuccessful bidders would have grounds for protest. 

To insurethat the specifications you write are neither overspecif ied 
nor underspecif ied^ test them in several ways: 

1. Go through each individual specification of the intended 
purchase, justifyihg its need. 

2. Review them with the person in the using agency wishing to make 
the purchase. 

3. Review them with persons who are very familiar with the item's 
use or with sources describing their use. 

TASK E:^ For each set of specifications, describe the 4iature and methods 
of testing to be Used 

Inspection and testing procedures will be talked about in_a later 
section^ but it is important that youare aware atthis point that testing 
procedures should be included in the specif ications. This is_to make 

sure the bidder knows what type of testing he must undergo from the 

outset. Including the testing process in thepreparatiqn of specifications 
should not be any problem since the two processes, though usually separate 
within the organization, have a similar basic concern-^-qaa£>t^f^ 
This similar concern has a tendency to mesh the objectives of both proc* 
esses, allowing for easy synthesis between them. This will be covered iri 
more detail in the section on inspection arid testing. 

TASJC^^ £stabTisfa-staridard-JSpec3fi cations for frequently purchased items. 

A standard specification is established for use on all purchases of 
one particular item. 

^Before we go any further, can you say for what types of purchases 
standard specifications are most often used? 

Types of purchases that... 
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standard specifications are most often used_for ii^m pUAckcUQ:d 
on a KzaxAJcLng _hxisi6 to bz ti&zd ^OK simiJiaK pukpa^e^ by qnz oA 6QvzmUL 
dii^^e/LZnt o^-tKg agenctes^ The_initia1 requirement for this process is, 
of course, a centra] purchasing authority,^ for 
each item can be gathered and reviewed. To decide which items are 
suitable for standard specifications, central purchasing must know the 
frequency and vol^ume of each item^s purchase. You are the person most 
often chosen to make this decision. 

But it's not hard; The clerical unit of a central authority should 
receive all purchase requisitions and log them in for control purposes. 
If your purchasing program has a conSodity code, the code number and the 
quantity requisitioned should be recorded with the item, so that you can 
easily add up the number of such items purchased in a given period. Any 
items that are ordered on a recurring basis in great volume (or represent- 
ing high dollar expenditure) would probably be good items for which to 
write standard specifications; Standardization should begin with those 
items where the greatest savings can be expected due to less work and 
lower prices (as a result of items being bought at volume rates). 

When writing standard specifications, it is sometimes necessary to 
ihcbrpbrate small changes in the standard. Such changes must be made 
in a manner that will not inhibit the use of the item for any of the 
agencies. If you wish, you may check with the using agencies to see if 
the proposed standard complies with their use of the item. Remember, 
though, that central purchasing still must have final approval on stand- 
ard specifications as well asother specifications so do hot hesitate to 
eliminate any unnecessary frills that using agencies may request. 

In some cases^ industry representatives may be contacted for review 
of standard specifications. They can not only point out the problems 
that their own companies would have with the proposed specifications but 
also identify any technical difficulties, including inefficiencies, the 
specifications may have. 

Probably the mithod for getting the most objective reviews from 
both using agency and industry representatives is by holding a meeting 
on item specification or total specifications development- Getting ideas 
from all using agencies at ons time and/or all industrial representatives 
together will insure the most partisan solutions to your problems. Despite 
your method for securing ideas, however, representatives who are consul ted 
should be_ thpse_wi th the knowledge and experience necessary to the required 
input. For instance, a company *s engineer rather than its sal es manager 
may be contacted for help on a technical point. And any using agency or 
industry representative who is asked to review final standard specifications 
should actually be involved in their development from the outset. 

When a standard specif ication is final ized, be indexed and 

filed for easy access,^ If yqu_ do have a commodity code, ^ et 
on which commodity code numbers have standard specifications, approved 
brand 1 ists , qua! if ied products li^sts, or a term contract established for 
them. This could be circulated amon personnel to inform 

them which items have standard specif ication are on contract, 

and perhaps which items they could order directly from the contractor. 
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For the first two or three years that standard specifications are 
used, p~e/Uodic Az\)tm6 that tntohpoKoZt tht tojmtvvU ol ui^ng aqdncXt^ 
6hoixZd fae made. After that, changes in specif ications may be limited 
to the ones indicated by theusing agencies as Unsatisfactory^ and by 
industries as outdated. An older standard specification should also be 
given a routine review just 1n case necessary changes are otherwise over- 
looked. All reviewed specifications should be noted oh the file copy 
with the date and initials of the reviewer and, if chainges are made, the 
amended or new specification should be included. 

Many large jurisidictions create specification committees to review 

standard specifications and/or advise the purchasing agent. Such 
committees are usually composed of personnel from centralized purchasing 
and the constituent agencies. 

To make the processes of writing, fil ing, reviewing, and updating 

specifications much_ easier, 0^ 4ta^^^^ ihoald ioUioiM th^ 

smz ^omat. This also makes it easier for any outside cbmpany who deals 
with several of your government's standard specifications. If you do use 
a consistent format, be sure to make it clear, simple, and applicable to 
any specification. 

*Now see if you can list some of the steps we've just been through. 
What are the factors to be considered in writing and maintaining standard 
specifications? 

1 . 



2; 



3. 
4. 



5. 



6. 
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The main faetors to consider are: 

1. Gathering purchase records in a central loeatibri 

2. Recording the frequency and volume of each type of purchase to 
determine which ones should be standardized 

3. Writing the standard specifications according to a consistent 
format 

4. Having them reviewed by using agencies and industry representatives 

5. Filing them for easy access 

6. Periodically updating them 

How did you do? If you didn't get at least four correct, go back 
and reread the sectidn^ beginning with Task F. 

Now you have completed the section on specif ication preparation and 
no doubt real ize the importance of their use. The use of specifications 
meet all four criteria in the standard on which this package is based. 
CentAollzcUion is inherent to the use of specifications and MpaAtcatity 
is an assured consequence. Since specifications ire public records^ they 
also serve to keep the purchasing process open. But mo6t MnpoAtdhtly, 
tha u6e. oi 6p^(il{^l(i.ojtLon6 glve^ you d btttoA chancz oi Atctlv^ng thz m^t 
vaZu^ ^oA mah doZtoA ipe.nt and ml\vmlzt6 the chRnct6 that puAchaAe^ voltt- 
6e uiuuitabte In type, oa quatXZy. This is an indication that pAoie/i^lovwiJLl^m 
is being appl ied. 

*Now see if you can list the six tasks relating to specification 

preparation. 

1. ----- - 

2. - 

3. - 

4. 

5. > 

6. : 



Refer back to page 11. 2. 2D for the correct answers. 

3. INVITING/ OPENING/ RECEIVING/ AND TABULATING BIDS 

Statutes and regulations generally require local governments to 
conduct their purchasing operations on the basis of open competitive 
bidding. This is to insure sound value, to guard against favoritism at 
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public expense, and to safeguard the interest of the seller. Opzn compe-ti- 
ti^vz bidtdihg i6 thz mo^z JanpoKtoint p/tbtzaib^ dikmithy and zquyUbaBtz^ 
pubtic pttkchcuing 6tj^tm. That is why state and local laws require that 
every parehase over a certain dollar amount to be subject to competitive 
bidding. Inviting, opening, receiving, and tabulating bids is the basis 
on which heal thy competition is: judged, .'^nd: though there are other means 
of awarding contracts to a supplier, the sealed bid and award process is 
generally the best and will be discussed first. The tasks it includes are: 

TASK A: Insuring competition 

TASK B: Establishing bid opening and tabulation procedures 



TASK A: Insuring competition 

Competition can be defined as the process in which two or more vendors 
try to secure the business of a third party by offering the most favorable 
price, quality, and service. Because competition is so critical to public 
purchasing, the requirements of all purchasing statutes relating to ac- 
quisition should be anchored on cdmpetitidn principles. The mdhagmznt 
(Upzct of competitive bidding also plays an important role in assuring 
that open cdmpetitidn is maintained throughout the purchasing process, 
this is done in three steps: 

1. Providing a tzgaZ noticz. Most laws require that all purchases 
exceeding a certain dollar amount be "advertised" in a newspaper with wide 
circulatidn; sometimes a designated official newspaper in, for instance, 

a cdunty seat. Advertising is required when the purchase exceeds the 
dollar amounts requiring a forma] invitation for bids. If the newspaper 
advertisement is not required, usually some other form of public notice is. 

2. So^i^^tting fa^trfs in a mamm tka^^ goott^icrf 6appti.zn^ an 
oppoAXuKLty to compete. The general rulehere_istha 

solicited from all bidders on a particular commodity list with enough 
qualified suppliers solicited to assure adequate competition. Sometimes 
soliciting two biddersis enough, if_you are certain both wil 1 respond. 
Though the general rule is to solicit all bidders on a list, there are 
other acceptable processes When there are too many bidders on a list, 
wtaXyLonal bidding is sometimes used--bidders are selected on a rotational 
basis, _each bidder getting a turn over a period of time. In such cases, 
the bidders list is usually too broadly categorized and should be updated. 
Rzglonat bidding Vs used when deliveries have to be niadft to widely scattered 
points or the requirement is of a local nature; then the bidders list is 
divided into geographic regions according to need. 



3. Sztting out thz TnvUjatLon ioH. Zid^ [ITE] , Thz IFB should 
contain thz te/uM, zondiZion^, and spzcXiicatlohs to_ bz uizd by iuppZizU 
in pkzpaking thziA proposals. The construction of the IFB is critical to 
completion, because the entire tone of the transaction and the future 
course of any resulting contract are cast in it. Sufficient time must 
be devoted to the preparation of the IFB or cdmpetitidn may be restricted 
and the transaction may be subject to legal and procedural problems. The 
following is a list of the terms and conditions to be included in the IFB: 
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1. Cover sheets including project identification 

2. Specifications 

3. Types of bids required (lump-sum, itemized unit, etc.) 

4. Time and place where bids will be received and opened 



5. Special conditions 

6. Conditions under which proposals will be accepted or rejected 

The above list of six items is only suggested to be^ used for^ an IFB; 
it can, for instance, be used as a checklist when reviewi^ IFBs, so 

that you know what is missing and why. Other information, such as types 
of inspection and testing to be used, evaluation criteria, and deli Viery 
dates can also be included in the IFB. A sample IF^ in Appendix 2, 
{page 11.65). Refer back to it now, going through each separate item* 
to make sure you understand it, 

*0n the following page is an IFB worksheet arranged in a similar manner 
to the one printed in the appendix^ Referring to the appendix, fill in the 
IFB worksheet as if you were buying one of the following items for your 
governmental unit: 

1 • Pol ice uniforms 

2. Fire truck 

3. City building 
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INVITATION TO BID 

Project #2139 Date Issued: 



Bid opening date: 

Time: 

Location: 

Sealed bids must be received 
by this date: 



You are invited to bid on the following: 



EKLC 



lerros-and conditions: 

1. Bids must be mailed or delivered to the Board of eommissioners , 



2. Bids must be submitted in ink or on a typewriter and sighed in ink; they 
must be presented in a sealed envelope with the Bid number and Date of opening 
written in the lower left-hand corner. 

3. Any company failing to respond to two consecutive invitations or four 
courtesy responses may, at the discretion of the Boards be dropped from the 
bid list. 

4. All proposals must be on a basis. Please quote your single best 

net price. Bids must be . 

5. Delivery date is . 



5. Bid bond in the amount of percent of the proposal must 

accompany each proposal . 



7. Any product del ivered that does not meet specif icatjp as approved 
by the Board, or does not produce the effect required, shall be return 
at the company's expense. And the company shall refirnd to the city any 
money which has heen paid them for the product. 

8. The Board of Commissioners reserves the right to accept or reject any 
bid according to the best interests of Jonesville. A bid may be awarded in 
part or whole according to the best interests of Jonesville. 
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TASK B; Establishing bid bpehirig arid tabulation procedures 

The Gehtral purchasing authority must establish fdhnal procedures 
to safeguard all bids Uritil the time set for dperiirig them. Public bid 
operiirigs are the rule for sealed bids and re . - ^s should be kept ori all 
bidsreceived. It is assumed that each bido submits his bid without 
kridwledge of competitors^ bids arid relys on t . purchaser to assure 
that his price is riot prematurely disclosed. 

Local gdverriraerits cari seldom afford the :uxUry of having their own 
bid-haridlirig staff. Usually bids come to you as the purchasirig agent 
who is responsible for their safeguard* their opening, and their tabulation. 

*What do you think is an important criterion in the receipt and 
control of bids? 
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If you said that the responsibil ities and prdcedares of receipt 
arid ebritrol should be set forth in writing, you are very observant; 
There are many other answers to the question, too, but that one would 
probably be the best. 

Written procedures should require that all bids be dated, time_ 

stamped, properly identified* and then placed in the slot of a designated 
and secured box. Proper identification includes the bidder^ s_name (or 
identification number), solicitation number, and the opening date. 



The pubtlc bid opthing is to allow both bidders and the general 
public to know the nature and extent of competition obtained i^n_response 
to solicitation of bids. The bids are sometimes tabulated immediately, 
other times they are tabulated at the evaluation process later, and 
sometimes they aren't tabulated at all. The best method is to tabulate 
the bids immediately, so later it cannot be_claimed that bids were al tered 
or not considered. The tabulation is a permanent record of all bids 
received arid should inc] ude each bidder* s name, pri promised, 
terms of payment, and perhaps unusual or pertinent facts. 

If tabulation of bids is in any way impractical (bids covering 
huridreds of items, for instance) some type of duplicating technique 
can be used. The original or a copy becomes the permanent record. 

T/ie zvaZuaJXon pAoce^i l6 weucA enieAed Into at thz bid opzyiiyig, 
and the purchasing agent handling the opening should neueA makz any 
comment indicating thd po66ibitltcj otco^rf. 

4. Evaluating bids and awarding contracts 

After tabulation, bids must be formally reviewed and evaluated and 
the contract awarded. Iridividual tasks in this process include: 



TASK 


A: 


Determining bid evaluation and award authorities 


TASK 


B: 


Determining bid bonding 


TASK 


e: 


Evaluating bids 


TASK 


D: 


Identifying and disposing of late or erroneous bids 


TASK 


E: 


Awarding contracts 



TASK A: Determining bid evaluation and award ^authorities 

Purchasing laws are probably more specif ic with the eva1 uation of 
bids and awarding of cdritracts than with any otheraspect of the ^purchas- 
ing process. . The person with authority to make contract awards (asual^ly 
jDurchasing officer) is permitted to use reasonable discretion in determin- 
irig the successful bidder^ but it is absolutely necessary that he iijui hav 
d mhMng knovolzdgz oi aU ^tatz and local ^tatut^ which Azlatz to thz 
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*Go ridht now to your state and local statute books and cite any: and 
all statUtei that relate to the evaluation and award process. Describe 
each briefly, (If you do not have local statute books, do you have any 
idea how to locate such statutes?) 

Statute 

Description - 

Statute 

Description - - 



Statute — 
Description 



Statute — - 

Description 

Statute 

Description 

R^mmbzA, you caymot btgln to uidhZZih giUdeJU,nt6 ioK thts p^oce^^ 
OA ang oihm aniit ijou knoi^ tjotvt ItgcUL K(UpoyitibltUtX,QJ^ and ZMXJtaZcdm. 

Each unit of local gbverriment should have a person or persons in 
charge of advising both you as the purchasing officer, and the person who 
has final approval on purchases within your organization, (whether it be 
county judge, the city manager, the mayor, or someone else) on the 
responsibilities and limitations of each function of thepurchasing process. 

Such an advisory person should have a working knowledge of the legal 

system and good liaison with the local government for which he is working. 
He can be the county or city attorney, or in a larger government, legal 
counsel to the administration. 

Whatever his position, it is important that you have a direct line of 
communication with him. There are so many legal questions_that arise in 
the awarding of contracts^ for instance, that should not be left unanswered. 
If you are able to contact easily a legal advisory person on the individual 
questions that arise your work will flow much smoother, and the complete 
purchasing process will be much more efficient. 

It is also important that you as the purchasing agent have a famil- 
iarity with all state and local laws that apply to the purchasing process. 
Ideally* you asthe purchasing agent should always be able tolbcate 
statutes and ordinances you need when you can't turn to your legal 
advisory person for assistance. 

As the purchasing officer you should also be aware of the behavior 
expected of you. A written code of ethics for both purchasing officials 
and vendors can greatly assist you in being independent, and free from 
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obligation and above suspicion. This.is_especially necessary in^the process 
of eSaluating bids and awarding contracts; A code of ethics will be dis- 
cussed in more detail in a later chapter. 

TASK Betermininq if bid bonding is^ waited 

Bid bonding should be used in circumstances where you^don' t_kndW 
the reputation of the bidder. As said before, if your bidders list is^ 
Drequalified, the reputation Of the bidder is already established by the ^ 
time you award the contract, so bid bonding is not necessary. If you must 
bond a bid, however, establish procedures beforehand, making sure all ^ 
legal implications are explained to you by your counsel. ^Conditions under 
which you will bond a bid must also be pre-established. JFor Instance, 
you might bond all bidders who have been in business for less than three 
months. ) 



TASK 6: Evaluating bids 

The purpose of evaluating bids is to determine the "lowest responsible 
bid meeting specifications," or "lowest and most advantageous. P^spite 
the wording of the statute, the search is usually made for that bidder 
(c/to^e bid U Zoiout In ixnxX piice., total coU oi opcAatloYi, on vala<i p2A 
dotloA tkan amj otkcA blddm i^ho^i fizptttation, pcu>t pcAiofumncc, and 
buA.insb-i and miancXat aipabmUzi iot^^y the goveAmmt 6 n^gd^:. As 
said before, the person who has the authority to make the awards can use 
his own discretion in determining the successful bidder. Such a decision 
though must be based on sound reasoning and written guidelines. 

Openness, impartiality, and reasonableness are the aspects of our 
standard that especially apply to this process. Jf^.,^ 
written evaluation procedures be documented in writing and^made availab e 
to all prospective buyers as well as the general public. (This is usually 
done in the Invitation for Bids.) Impa^a£x^y requires that al bidders 
be treated alike in evaluation, so favoritism, even unintentional , does 
not control. ReaionabUn^i calls for an orderly and justifiable process. 

Written guidelines in this process , 1 ike many others . are an _ 
important basic factor. They provide the rationale, consistency, ^and 
documentation to support the process. Such guidelines shoud include a 
determination of who submitted the lowest bid, whether the low bid is 
KcApomivz and whether the low bidder is fimpom-cbtz. 

Determining the low bid is cut-and-dry, but deciding whether such is 
responsive requires a bit more thought. A yteApoitd^ve^bid is one which 
is in substantial conformity with the Invitation for Bids (IB , ^absent 
of contradictory terms or errors, and reasonable in price. _ All this 
must be determined with extreme care by the purchasing officer or his 
appointee. 

To determine if a bidder is ASAponsiblz, (in addition to beinj 
:Te6pon4-tve) you must decide if he is a proven dealer in the commodity and 
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can be relied upon to perfdrm satisfaetdri ly. If the bidder has been _ 
through the prequal if ieation process arid has already successfully met all 
criteria, then he has already been determined responsible, YdU can see 
that prequal if ieation can save you much time during the bid arid award process. 

Many local governmerits have laws or policies that requiregi ving . 
p/te^eAence to local products or bidders. Preference is arguably uricdnstltu- 
tional because it can be a barrier to interstate commerce arid to local 
competition. Governing bodies should recognize that preference is promoted 
by business and special interest groups. The end effect of preference is 
costly and efforts to establish or maintain it should be resisted. 



TASK B: Identifying and disposing of late or erroneous bids 

Any bid received at the place designated for submissidn after the 
time set for operiirig of bids is a late bid. A good poticij to -C^ to 
*icj(ict aiZ lati2 bids r^gaAdZ^ss o{)_thQ (UACiun6 Some local goverri- 

ments, however, will accept late bids if the late bid was beyond the bidders 
control, and it was submitted without knowledge of the contents of competing 
bids. A bid can usually be accepted if the bidder released the bid from his 
control before the deadlirie (and it was delayed in the mall ^ or del lyered by 
messenger to the wrong room^ etc.). Detailed rules on late bids must be 
documented, iricludirig reasoris for accepting or rejecting late bids, and the 
method for disposing of a rejected bid. Such rules should be made available 
to bidders and to the general public. 

When mistakes occiiA Xn the scjxZi'd bid pxocc^6, ^^B^^^^ 
shouZd be covered bij lO^rlttcn po tccf/- _ If _a bidder finds_he made a mistake^ 
after he has submitted a bid but before it is opened, he should be allowed 
make formal changes or to withdraw his bid without revealing the amount. 
If it is possible* he should submit a corrected sealed bid in person or by 
mail . 

If a mistake is discovered a^^i^^i the bids are opened, the purpose of 
cdmpetitive bidding is threatened. A bidder ma; want to '^correct" his bid 
while knowing his competitors* prices. Tlic katv. ^-lioLtld 5c tha.t changes a/te 
not cdlOLOed aite^ bids axe opened. There are, Iv.v/ever, reasons for. valid 
exceptions, i.e., technical errors (misplacement c^f v decimal point). 

If it is discovered that a low bid is substan : -id'; i >• U v ^r than other 
bidders, it is possible that the bidder made an uni • epv:iond: mistake or 
simply a. mistake in judgment. It would riot be fai ^ '>'rfor- a bid so low 
that the bidder will incur severe loss if awarded t^-^ - .tract. Usually 
the problem can be handled by setting the bid aside i'- aTowin-^ it to be 
withdrawn* 

Sometimes a bidder submits an alternate bid, or d^e jiat does not 
conform to the IFB. He may do this for a riumbe*^ of reas^^is. Fdr i ^star.cei 
the product he has to offer may riot meet the? specification^ but be trie 
closest thing he has to offer. Or he may offer a neWcr, more advanced 
product than called for iri the IFB. A-4 a khZz-._ i{^ 6uch a bid i6 not xe- 
^pomlve to the IFB, It should be xejeeted. li you iA)ould like to be able 
to accept alternate bids, ijou ihould indicate 6uch In tlie IFB. That way. 
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if alternate bids are accejDted arid ah award is made based on an alternate 
bid, you could (arid must) document the basis for this discision. Here 
too, reasonableness and imjDartial ity are the criteria and favoritism 
must not be permitted. The most imjDortant thing to remember in identifying 
and disposing of late or erroneous bids is that all policies should be 
documented in writing to all bidders and the general public. Statutes 
should and can provide the basic authorities just discussed, but the 
need for detailed rules and policies is obvious. 



TASK D: Awarding contracts 

*Can you name an important task in awarding contracts? 



Vocamzyti thz pkociduA^ you MM. xu^z-, of course^ The written pro- 
cedures should require that when the con tract is awarded, it should be 
made in writing to all competing bidders who submitted a bid. 



5. Working with alternative procedures to the bid and award 

PROCESS 

As said before, the sealed bid and award process is generally the 

best means of awarding a contract to a supplier; however, there are 

other acceptable methods that can be used under certain circumstances. 

*Go right now to your state statute books, and locate those statutes 
that establish which tyj3es of purchasing are allowable in your local 
government. Check those listed below that are allowed: 

emergency purchases 

single-source purchases 

competitive negotiations 

petty cash jDurchases 

blanket order purchases 

cooperative buying 

*Now go to your local statute books or local ordinances and se- r 
you can locate what they mandate as permissable types of purchasing. 
Circle any of the above that are permitted .to be used. 

If any oftbe above six types of purchases are disallowed 1n your 
government by state or local mandate, you may skip the section below 
that is related to it. 



A^- - Ern e r g e ncy- PurxJias e s 

Emergencies are the most common special type of purchase for which 
the bid and award process is allowed to be by-passed. As a general 
rule, emergency purchases should only be allowed through permission of 
thecentral purchasing officer or someone in a higher position. This 
is so that if there are any commodities oh hand that can be used an un- 
needed purchase is avoided. Central purchasing can also prevent duplicate 
purchasing in case several agencies want to purchase the same item. 

Since some purchases are immediate emergencies, tbc^re should be 
some flexibility permitting department or agency heads to make them under 
special conditions. In such cases, records must be maintained to in- 
dicate the types and quantities of items purchased, the name of vendors, 
arid the disposition of the items. Informal bids should be obtained on 
the purchase of an item whenever possible. The emergency purchase record 
should be sent to central purchasing for a procedural post audit. 
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Single Source Purchases 

Single. iouAce pu/idiasei are made when there is only orlft acceptable 
vendor able to furnish a certain item or service. You,_the purchasing 
official, with the assistance of the using agency, should have the re- 
sponsibility of determining all single source purchases. In doing so» 
you should be able to answer "yes" to the following questions: 

1. Is the item necessary to the operation of the agency? 

2. Is the product unique and truly one-of-a-kind? 

3. Is the vendor selected the only one capable of supplying the 
product? 

4. Are there patented or proprietary rights oh the product? 

You must avoid making single source purchases that result from a 
preference for a particular company. You must assure that only one 
supplier is able to provide the item that will satisfy the intended use. 
All reasons for single source purchases must be Well documented. 

You must avoid making single source purchases that result from a 
preference for a particular company. You must assure that only one 
supplier is able to provide the item that will satisfy the intended use. 

All reasons for single source purchases must be well documented^ 
Remember that while there is a single source for a product at the manu- 
facturing level, there may be multiple dealers which could provide at 
least a limited environment of competition. 



C. Cpmpetitive Negotiations 

This process involves informal discussion and bargaining to reach 
agreement on price and other terms under a proposed contract, It is^ 
used in situations where time is a crucial factor, high technology items 
(data processing or communications systems) are involved or when the 
purchase is for professional services. 

Many believe that the use of negotiation is intended to prevent 
competition or is the same as single source procurement- This is^oot 
true. Actually, some of the principles that apply to the competitive 
neqotiation processes are the same as those that apply to the bid^and 
award process- For example, in competitive negotiations you should prepare 
a list of qualified bidders, give public notice of the jotended purchase 
and solicit qualified bidders. A Request for Proposal J RFP) may be ysed 
instead of an Invitation for Bids. The RFP should include a description 
of an item or service to be purchased, the specific criteria to be used 
in evaluating the bids, and any other necessary information such^a? 
delivery dates Or time frames within which the work must be completed. 
You also may need the bidder's experience in the line of work being con- 
sidered, staff capabilities, and cost breakdown on the proposed price. 

B7 
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Szattd bid6 cutz mi (Uzd in comjg^A:^^ that is the main 

difference between it and the formal bid and award process. 

After the above criteria are evaluated but before award is rriadei 
hegbtiatiohs should be conducted individually with each qualified vendor, 
with minutes taken of each meeting, _ This is to obtain a contract 
agreement most advantageous to the government concerning performance * 
type of contract, quality, and price. At this time, competing firms' 
proposals should not be disclosed to one another, but after the contract 
is awarded, its terms and conditions should be made public record. 



D. Petty Cash Purchase^ 

Any small item needed immediately is usually made as a pzXZy c(Uh 
puAcha6t from a petty cash fund. This eliminates writing numerous orders 
and saves time, supplies, and money. The maximum amount of a petty cash 
purchase ranges from $5 to $50, depending on the size of the government. 



E. Blanket Order Purchases 

Blanket purchase orders are used for repeated purchases from the same 

supplier. Instead of issuing a purchase order for each purchase, one order 

is issued for a specified time period. The size of the order may encourage 
competition. 



F. Cddperative Buying 

When several units of government get together to purchase a common 
good or service, such a purchase is called cooperative buying. The 
purpose is to obtain lower unit costs by buying larger amounts. 

Each unit of government that is involved must agree to the specifications 
ofthe item^ so anticipated requirements of each government are consolidated 
and sent out in the IFB. Before you decide to enter your government into a 
cooperative purchasing agreement, know all dbl igatiohs you are assuming, and 
make certain it will be to your benefit to purchase under such a cooperative. 

Cooperative buying includes state centralized purchasing^ or purchasing 

items under a state price contract. 

*So right now to your state statute books and locate those statutes 
that relate to state price contracts. 

Statute # 



Description 



Statute # 



Description 



Know these statutes, and their implications. 
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eHAPTER HI: PUBLIC PURCHASING APPROVAL 



In almost every cityor county^ the local elected or chief adminis- 
trative official has final approval on al 1 purchases , and in sofne larger 
governments the finance administrator has final approval, No matter who 
has final approval, a well defined line of authority for review and 
approval is necessary. This approval process can be broken down into 
six major steps. 

1, Establishing lines of authority for final approval of 
invitations for bids 

2. Interpreting local government laws regarding awards 

PROCESS 

3, Establishing procei3ures to protect against malfeasance 
OF government employees 

4. Implementing requirements under federal grants 
5i Setting up fiscal control procedures 

6. Drafting a contract 



1. Establishing lines of authority for .inal approval of 
invitations for bids 

The present proce: itre for review and approval of Invitations for 
Bids within your agency probably has been established through state 
and/or local statutes. 

The normal process is that, after bids are received, tabulated, and 
evaluated,, the lowest and best bid is submitted to the approval persbn(s) 
for eval?; ttion. If the bid is approved, you should go on and prepare 
the purer rising order. If it is not approved, you are usual ly instructed 
to either (a) solicit bids again, (b) choose another bid, or (c) deny 
the purch^sr? entirely. 



Tho procedure should bechecked to ihsUie that it encourages the 
following: (a) prevention bf bribery, kic'<bac(;s, percjonal interest, etc., 
(b) openness, (c) professional ism of the people who are 1r. charge, 
(i) efficient organization, (e) effective commUnicrn-o^u (f) adequate 
cv ^trol , arid (g) coordination between the purchas jno official and the 
cbu^F executive. 
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_ Remember, it is for Invitations iof Bids are 

subject to an approval process.^ for insuring compliance 

with written policy and guidelines is taken from you and placed ph 
those in higher positions. An approve process also allows for better 
communicaticn and interacts betwisen you and the chief executive or 
chief administrative official. 

Use the_process properly and you'll get good results. If it is 
allowed to be used illegally, sloppily, or incorrectly, it will hurt 
your entire purchasing program. 

*What is the present procedure in your organization for approving 
Invitations for Bids? 



Do you think this is the best possible procedure? Yes No 

Why or why not? 



2. Interpreting local goverfniment laws regarding awards process 

Though the responsibility of seeing that Invitations for Bids con- 
form to set guidelines arid procedures is partly_that of the approval per- 
son(s) in your governmerit, you as the purchasing authority are usually 
given complete authority for making awards. For this reason, you must 
be very familiar with all of your government's laws that refer to the 
award process. 

*Gb right now to your local statute books and find all statutes that 
refer to the award process. List each below, describing it in two 
sentences or less. 

Statute 

Description 



Statute 

Description 
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How did you do? If you had trouble witH: the interpretation of the 
statutes^ don't be upset. Many people do! That is why there are jDeople 
bbth in local and state government whom you can seek out to help you in 
the interpretation of the statutes. 

But maybe you feel that the existing statutes in yo"r government do 
not sufficiently cover all necessary areas of the award process. Or . 
perhaps you feel that the statutes are too ^t^tAyLcJU^vt. Fither way, it 
is your duty to help get them worded properly and neither be too restric- 
tive nor too permissive. 

_ By looking at other local governmental laws, you c^n get a good idea 
of the types of restrictions your local government needs. Seek out pur- 
chasing structures similar to your own and observe the type of statutes 
they have to control it. 

If you dp not have good laws* find someone or someplace that does 
so you can initiate changes in your own. People are willing to help, 
especially your counterparts ^ so give them a try. 

3, Establishing procedur^.s to pr^pect against malfeasange of 
government employees, 

Malfeasance t6 misconduct bij a oabftc o{){^iciai. Such misconduct can 
include conflicts of interest* brili^ry^ kickbacks, and evoiding regulations. 
A local government should have legislation that covers such misconduct, 
including specific statutes dealing with each situation as it relates 
directly to the purchasing process. Let's deal with each type of mis- 
conduct separately. 



Conflicts of Interest 

A conflict of interest occurs in a contract when the personal interest 

of the government employee or official is affected. In other words ,_ if 

one of the employees of government who can influence the award of a contract 
has self-interest in it, we must assume that_he could not be objective in 
its award. In this case, the contract must be determined void. 

The first step your government shoul d take to prevent eonfl iet of 
interest contracts is to pass a statute which defines conditions under 
which a "conflict of interest" exists. 

Theconflict of interest statute should prohibit certain governmental 
individuals from having specific types of involvement, such as conducting 
anoutside business and signing a contract with their own agency, or sign- 
ing a similar eohtraet with any government agency. A more stringent statute 
would prohibit persons from appearing before a government agency within 
two years after termination of employment with them. At a minimum, 
legislators, noneivil service or hdnmerit executive personnel, arid all 
purchasing personnel should be prohibited from being agents for bidders, 
and signing contracts with the government. Relationships with personnel 
of businesses selling to the government, including partners, board menbers, 
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officers or emploj^ees should also be prohibited. (Spouses of those employees 
should be under the same prohibitions.) 

Since conflicts of interest can destroy the integrity of the 

purchasing process, protection in this area is essential. Each contract 
should be thoroughly examined by you to determine if a eonf 1 let of 
interest is present. Evmy contAacX /le^uZting ^Jtom a aonillot Ivilmz^t 
i/iou£rf be dec£(^^erf uo>td. The publ ic emp1oyee_responsible should pay the 
government a penalty of the amount of his profit plus the amount of any 
loss to the government. Other penalties for violating conflict of interest 
statutes could_be civil damages for three times the loss to the government, 
criminal penalties of a minor felony, removal from office, or a permanent 
bar from holding office or employment with the government. 

Remember that even if a contract involving a conflict of interest 

might be most advantageous for the government^ it is_ still hot right. 
It still must be declared void. A contract should also be declared void 
even if the publ ic employee who ho] ds the interest disqualifies himself. 
Just because he disqualified himself from acting on the contract does 
not mean he cannot influence other persons actions on it. 



Kickbacks and Bribes 

The types of _offers that should be included in a statute definition 
of kickbacks and bribes are promises, obligations^ contracts for future 
reward, gratuities, contributions, loans, reward rebates^ gifts, money, 
or other things of value^ It_should be presumed that when an interested 
party makes any gift to purchasing personnel, the gift is made and 
received for the purpose of influencing purchasing decisions. 

Act6 c] IvhiQ and/uK^^^^^ 6omQ tkiyiQ o^^ vaZaa to IniluQncz a 

CQntAact oiVcxAd 6hotitd Be cA^miuat of^^c}i!i(U> ivh(LtUcA the exchange, u In- 
tended ok not and the CDttt/iact_ uj^^uencerf should be decJ^oAed void. The 
government employees involved should be held financially liable for any 
losses to the government because of the bad contract. In many local 
governments, government officials and employees who can influence awards 
are ^^onded so the government can recover from any financial damage if 
they should accept a bribe or kickback. 

. Again, any contract involving a bribe or kickback should be declared 
voidi and the government should also be released from any other current 
or future financial obligations to the firm^ However,_if the firm can 
prove that the agent who initiated the kickback or bribe acted entirely 
on his own, without the management level being involved, then the firm 
should be allowed to continue its business with the government. 



Ignoring Statutory Requirements 

If a using agency or purchasing agent ignores the purchasing laws 
and/or rules, the situation may not seem to be asbad as a case of 
bribery or conflict of interest. So when such unlawful practices are 
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discovered, they are sometimes ribt punished^ and. the problem repeats 
itself, if this occurs, the purchasing system will really have problems. 

For iristaneei if ydu as a purchasing agent or one of the using 
agencies order an item without going through the proper channels, 
makes emergency purchases in non-emergency situations * or makes many in- 
dividual petty-cash purchases in the place of one large purchase under 
competitive bidding, problems can begin to develop. And if a constant 
practice is made of this without any reprimand, your total purchasing 
system is threatened. 

If an illegal purchase is discbveredbefore payment^ the person re- 
sponsible must be given a firm warning. If the illegal purchase is not 
discovered until after payment has been made, a strong reprimand from 
the legislature, boards or chief executive should be in order. This will 
not solve the problem but will prevent it from happening again. 



^1. : ' ELEMENTING REQUIREMENTS UNDER FEDERAL GRANTS 

jne important responsibility that you have as a purchasing agent is 
assuring that requirements under federal grants are effectively imple- 
mented. Depending on your federal grant involvements^ this may include 
determining needs, submitting proposals^ managing programs, or writing 
quarterly reports. 

In implementing prvg.ams undor federal grants^ achieving program 
objectives should be glvi^n the md^t emphasis but unl ess you al so place 
importance on guideline:, ^nd requirements, you will lose your program 
entirely. 

Control of federal grant requirements should be written into your 
purchasing system's organization. You, or one person designated by you, 
shdulc< maintain control of all federal proposals, grants, and operating 
programs. 

5. Setting up fiscal control procedures 

Most fiscal control procedures were discussed in Chapter I: "Central 
Purchasing.*' 

*Can you remember two of the procedures suggested for control of 
purchasing? 

1. 



2. 
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The procedures suggested were: 



.1. lining agzHCij daXa for Identifying anticipated purchases and 
their quantities 



3. MauagamrU iniomcutLon 6ij^tciii6 for evaluating information on 
past purchases 

After you gather information concerning past activities and future 
estimates, it is best to_analy2e your p^UcyU co6t'-6avlng6. This will 
give you information to determine if volume-buying would be more 
efficient for your agency than spot-purchasing. 

Volume-buying, when compared to spot-purchasing^ does hot invariably 
result m savings._ First, your suppliers may not be able to accommodate 
this type of purchasing. Second, since volume-buying initially requires 
more^plannihg and coordination than a single spot-purchase^ added pur- 
chasing costs must be considered in volume-buying. Thirds even if you do 
set up a volume-buying system, there will be many items that still re- 
quire an individual purchase. It is, therefore, necessary to weigh the 
anticipated costs associated with each method and determine where' the 
most savings are realized. 



Two widely accepted methods used by most local governments for volume 
purchases are toAjn ccntkacting and schiidalcd baifing. 

T(^Am_coiit'':actuig establishes a source of supply for a designated time. 
T'ost local governments allow contracts to be made for a definite or 
nviefinite period of time as well as for a definite or indefinite quantity 
of items. Term contracting c«n reduce administrative costs; the purchaser 
also can avoid repetitive activities involved in issuing Invitations for 
I3ids on the same or similar items, and in receiving, controlling, and 
evaluating the bids, "lenr: contracting permits handling larger volumes of 
purchases with fewer personnel and reduces or eliminates problems and 
costs of maintaining inventories. 

SchtdiLied baying appears to be a spot, or one-time purchase, but the 
item is purchased in bulk for all agencies at specified intervals through- 
out the year. Purchasing intervals are established according to using 
agency consumption patterns (considering warehousing capabilities and 
seasonal factors). 

The decision whether to use term contracting, scheduled buying, or 
another purchasing procedure depends upon several factors: the type of 
commodity to be purchased, what it will be used for, and how accurately 
you can determine the quantity required. 

*What type of item should be bought under tenn contracting, und^ 
scheduled buying? - 



basis 



Budget dtcta for controlling forecasted needs on a long-term 
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__ items which are tjsdally required year-round and used among all 
agencies should be bought under ie^- contacting; items required oh a 
seasonal basis or which have a ribricorisi stent use are more suited to 

6ch(idjudtzd buijlng. 



6. Drafting a contract 

Once a purchase award has beeri afDproved, it is the purchasing agent's 
responsibility to begin an "approval process" on the drafting of a contract. 
Drawing_from the information in the specifications, the I FB^ and purchasing 
agency's policy, the purchasing agent should sit down with his legal advisory 
person to draw up the legal contract. 

Once the contract has been written, a "contract sheet" showing 
the vendor, contract items, prices, terms, and other pertinent provisions 
should be sent to each agency or division concerned. A copy of the 
contract sheet should also be filed in central purchasing. 
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CHAPTER IV: INSPECTION AND TESTING PROCEDURES 



Ijlspectidn and testing procedures include inspecting items to deter- 
mine whether they have been received in proper quantity and condition_and 
conform to agreed specifications. A formal inspection process, centrally 
controlled and with uniform rules and procedures should be established 
for three reasons: 

1. To assure the proper quantity of goods received 

2. To encourage using agencies to submit complaints 

3. To reduce the possibility of collusion (secret agreements) 
between suppliers and receiving personnel 



The total inspection and testing process can be broken down into 
four basic functions: 

1. Organizing the inspecticin program 

2i PUBtlSHING AN iNSPECTieN MANUAL 

-- 3i EsTABtlSHlNiS eeNDITIONS AND WRITTEN PROCEDURES FOR 
SERVING COMPLAINTS AGAINST SUPPblERS 

_ EOORDINATING TESTING OF SIMILAR ITEMS AND SHARING 

TEST RESULTS 



1. Organizing the inspection program 

Some larger local governments have, as part of the central purchasing 

authqrity,_special teams who inspec goods received. Such a staff should 
be_kept separate from the purchasing agent and specification staff. This 
seoregation of duties will provide a ch^ in the system and prevent any 
favoritism in item selection and evaluation. 

A central inspecti on staff i s probably the most ef f ecti ve method 
of inspecting items but not usual ly the most efficient in sma1 ler units 
of government, in smaller units inspection functions should be given 
the using agencies with central purchasing making spot checks in unusual 
circumstances. 

No matter where they are located the receiving personnel should 
have ready access to data pertaining to purchased items. For instance, 
they must have access to an item's specifications in order to decide if 
deliveries confon.i to requirements; They should also have all copies of 
award documents so they can effectively plan their inspections. 
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If at all possible^ receiving personnel should have_separate testing 
facil ities for most of their product tests. Sometimes arrangements can 
be made with local colleges or universities to do some of the testing. For 
fodd items* some governments use the facil ities of the U^S. Department 
of Agriculture. Tests can also be run b^^ local or regional private 
laboratories in case of real need, but that is usually quite expensive. 



2. Publishing an inspection manual 

An important consideration for insuring that thorough inspections 
will be conducted issetting forth procedures, responsibilities, and 
standards either in a separate inspection manual or as part of the 
purch^iSing procedures manual. The manual should include discussion of 
the following factors: 

1. Inspection techniques 

2. Equipment to be used 

3. Facilities available for outside testing 

4. Detecting and handling nonconforming deliveries 

5. Dealing with damaged goods and obvious discrepancies 

6. Checking for and managing late deliveries 



3±_ Establishing conditions and written procedures for 
serving complaints against suppliers 

Complaints should be served against suppliers under the following 
conditions: 

1. Noheonformanee with specifications 

2. Noncompliance with contractual terms and conditions 

3. Dissatisfaction with any other factor of performance 

Such complaints should be recorded and referred to central purchasing 
and then. resolved with the supplier. There are two_methods_of resolving 
the complaint: the inspector can contact the supplier directly ; or he 
can report the situation to the purchasing agent, who then initiates 
contact with the supplier. Both methods work well if used appropriately. 

Oneof the best methods of having the compla|ht resolved is to give 
the suppliera specified number of days to perform according to the 
contract. If he does $0* an information report should be sent to central 
purchasing; and if further action is necessary, the purchasing agent 
himself contacts the supplier. Sometimes when a supplier doesnl^t live 
up tbhis promises^ it is necessary to revise the delivery schedule, _ 
cancel the contract* or initiate a new purchase action. A written notice 
to the supplier or even removal from the bidders list may be necessary. 

. 11:2:52 ^/^ 



PM 



*8dw see if you can 11st what should be Included in a letter of 
complaint to a supplier. 

1. 

2. 

3. 
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The things that should be Included in a letter of cor.frioint are: 
1; Reason for complaint 

2. Number of days allowed the supplier to comply wit^. i te 
requirements 

3; Consequences of the supplier's norieompl idnce (remova: 
the bidders list, eaneellation of the contract, etc.) 



if. Coordinating testing of similar items and sharing thst 

RESULTS 

If your government buys many items similar to those purchased by 
other governments i a coordihat'^d testing program would be beneficial 
to all . Combining your rescov j^s/ especially testing facilities* 
would not only assist smaller governments that do hot have certain 
facilities, but would also eliminate much duplication among those govern- 
ments that do have them. Uniform testing procedures can easily be 
developed from standards. Such coordination is very practical, but not 
very often used. 

Again, the foil owing national organizations have an interest in 
uniform inspection and testing programs: 

National Purchasing Institute, Inc. 
P. e. Box 20549 _ 
2189 Bell aire Boulevard, Suite 209 
Houston, Texas 77025 

National Institute of Governmental Purchasing, Inc. 
1001 Connecticut Avenue 
Washington* D. C. 20036 

*Cari you list any organizations in your state, or even locally, 
that have an interest in uniform inspection and testing? 

State 



Local 



There shv-^ld be at least one or two. Contact them and let them help 
you to coordinate your inspection and testing programs. 
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CHAPTER V: SURPLUS ITEMS DISPOSITION 



Surplus items are those in excess of present and near- future needs ^ 
but are still useful and should not be labeled "scrap," An item becomes 
surplus for three reasons: 

1. It's use is decreased. 

2. It is replaced by a newer Item, 

3. A program is changed or discontinued. 

Disposing of surplus items is closely related to acquiring the items 
and managing inventory on them. The total disposition process can be 
broken down into two functions: 

li Identifying surplus items 

2i Establishing methods for disposition 



li Identifying surplus items 

In order to effectively dispose of items, immediate id'^ntif ication_ 
of surplus and scrap is necessary. If identification is deUyed, storage 
and maintenance costs and possible deterioration of the items can result. 

SuApJ^M itm& can bt idtntci^it^ be^t iivtoagh tht invtntqky pK0CLZ66. 
Central purchasing should periodically inventory the stock of all usinn 
agencies to discover any excels. Some local governments let each using 
agency determine excess items. This works very well if the using agencies 
are given some incentive hot to hoard items for possible future use. 
An incentive to give them for instance, is purchasing credit for any 
items they release that are sold. 



Regardless of the pkocti>6 you choose for declaring items surplus 
(and differentiating between surplus and scrsLp) , 6<it JU iohth J^n vohltlnQ. 
In the writing process^ establish close coordination between central 
purchasing and each using agency. 

2. Establishing methods for disposition 

The method for disposing of an item is dependent upon three things: 
whether it is determined surplus or scrapiits naturei and the needs of 
other agencies in relation to it. With all of these factors considered, 
the item may be tnavi^i^AAzd, tAadzd A.n, 6old, ok ddbtAoytd. 
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Transfer 



Transferring items nd longer needed in one agency to another agency 
needing them is usually the best way to dispose of them. Such a method 
is^ of course^ most efficient in the larger units of government, since 
all items tc be transferred must gd_ through a systematic procedure within 
central purchasing. For a relatively large Unit of governments for 
instance^ the procedure may include processing all requisitions through 
the surplus property section^ or periodically circulating lists of 
surplus items and "want lists" among using agencies. A want list should 
show what items using agencies need but can't afford, and should be main- 
tained by the surplus and scrap section. 

Transfer of surplus items can result in considerable savingswhen 
you use your imagination to find new functions for items. For instance, 
one using agency may have some equipment that is technologically obsolete, 
but could be used in another agency for teaching purposes, or even broken 
down into parts for a variety of other uses. 

*Gd now to your state_and local statute books and cite any legislation 
controlling the transfer of surplus property, either in-house or among 
other local agencies. 

Statute - - 

Description — 

Statute — 

Description _ 

Are inte^goveA mmi^ al lowed in your governmental unit? 

They can be very helpful if they are. Some governments even_keep lists 
of pr-' r'es for transfer or sale to another governrae it or to tax-supported 
activ. r^thin the state. They also may keep want lists on these other 
units, r.1 I of this is a very good example of intergovernmental cooperation. 



Trade^ins- 

Trading~in an old item for a ij2w is sometimes possible, but almost 
never an efficient method of disposal. Though it is an easy method, the 
total value of the item is usually not realized. Experience generally 
produces a better return than trade-ins. 

If you want to call for a trade-in oh_an obsolete item for a new dhe^ 
indicate so in your Invitation for Bids. This will allow suppliers td make 
bids with and without the trade-in, and the best trade-in offer can then 
be compared with the obsolete item's expected sale price. 
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Sale 

The_sa1e of surplus property or scrap is probably the best method for 
its disposal. The government does not sell surplus and scrap as a _ 
public service venture, but to get the best value it can for bbsdlete items. 
The government should make it clear to all buyers that it maRes no 
guarantees for items sold. The governme.jt, in all fairness, should de- 
scribe the conditions of the items and list known defects. Beyond that 
it should be made clear that responsibilicy rests with the buyer. ConcU- 
tiom oi -6a£e should be published in advertisements and in notices posted 
at the site of the sale. Such conditions should include: 

1. It is the buyer's responsibility to remove the items within a 
reasonable time after purchase. 

2. The government provides no guarantees or warranties and assumes 
no responsibility after items are sold. 

3. Known defects are listed, but the government makes no claim 
that all defects have been identified. No sale will be made invalid due 
to defects discovered later. 

There is one basic technique used for the sale of scrap--separating 
scrap into its component parts; and there are two techniques used for 
the sale of surplus items — auctions and sealed bids. 

SaZz oi 6cAap^ The most profitable technique in selling publicly 
owned scrap material is separating the scrap into its component parts. 
This is sometimes an involved process, but the sale of components will 
often bring a much higher return, and such a method will make it easier 
to sell any surplus property as scrap. 

SoCc oi 6txKpttju^ item thn:oagh auctions Holding auctions can be 
very profitable in selling surplus items. Auctidris should be advertised 
to the general public and sometimes directly to government employees. 
Items can be inspected either at the auction site or b *-he user's 
location.: Other types of information on ah item can a . . j beproyided, 
for example, describing the condition of equipment, givjng odometer 
readings of vehicles, or providing pictures of the items. It is best to 
hire an auctioneer to handle the prdceeding--for one price he will 
usually tag items, auction them, and record their sale. 

Salt oi MiApiii^ Um6 through 62:ale,d bicU Most surplus (and some 
scrap items) can be sold by sealed bid^ a method very similar to 
purchasing through sealed bids. Bid lists arekept by commodity, and 
public notice of each sale is made. Interested parties must be given the 
opportunity to inspect items for sale, and descriptiveliterature 
on the item should be made available. A date is set for public bid 
openings, and the government should have the right to reject bids. 
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*"*v3me three methods for dispbsirig of waste or stirjDlus.items. (These 
were covered in the last chapter oh Surplus Items Disposition.) 

!. - - - 



2. 



3. 



*How was your memory? Check back with Chapter page 1 1. 2. 55 to 
find out, and perhaps you will want to reread the section. 
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CHAPTER VI: WAREHOUSING 



Warehousing is the process whereby yo-j receive, store, and disburse 
refietitive use and surplus items. It is actually inventory control in a 
central geographic location^ keeping inventories in balance; eliminating 
multiple locations of the same commodity; and creating a central depository 
for all using departments. Warehousing has the potential of cutting 
overhead costs, making materials available when needed, and reducing 
complaints from using departments on services. 

Not aU. local goveA.m&nti maid benefit ^fiOm a MoAthOMlng ii^6tem, 
but the percentage of those now using warehousing should definitely be 
iricreejed. Any jurisdiction with a population of 50,000 or more and 
responsible for operating its own electrical, water, and seWer facilities 
would experience savings of many kinds by using a warehousing system. 
Without the named utilities, 100,000 would probably be the population 
criterion; with one or two of the utilities, 75,000 would be the criterion. 

The total warehe ng process includes a variety of activities, which 
can be broken down into two basic functions: 

1. RECEIVING/ STORING, AND DISBURSING ALL REPETITIVE USE 
ITEMS 

2. Receiving, storing, and disbursing all surplus 
OR scrap 

1. Receiving, storing, and disbursing all repetitive use items 

This is the main function of a wa>"ehousihg program — receiving, storing, 
and disbursing repetitive use items in a cenikat tocccUon. This reduces 
inventory costs and overhead costs, makes materials available when needed, 
and lessens personnel required to handle complaints, etc. 

TASK^4 Rece iving repetitive u se items 

If JQu do not have a good system of receiving repetitive use items, 
even efficient buying, sound specifications, and economical quantity 
purchasing will not save your purchasing program. A specific persoh{s) 
within the warehouse should be designated the responsibility of receiving 
and inspecting all • ' Operty and services purchased. Repetitive use items 
are subject to the ^ame inspection as ordinary goods reeeived--at the 
central purchasing authority or at each using agency. If they fail to 
(1) meet contract specifications, (2) meet performance requirements, 
(3) be in good condition when delivered^ or (4) conform to samples 
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previously submitteds they should be rejected; Notice or rejection 
should be given to the vendor within a reasonable time by the warehouse. 

All requifements that apply to inspection and testing at the _ user 
agency level also apply to the warehousing system. That is, receiving 
personnel should be provided with specifications for goods received^ 
inspections may be done at outside agencies, and all complaints against 
suppliers should be justified in writing. 



TASK B: Storing and disbursing repetitiveoise its 

Storing items in one central warehouse helps keep inventories in 
balance^ lets items be available when needed, and eliminates small stock- 
rooms all over the area. 

Agains one person or group of persons should bs» assigned to control 
inventory and central storage within the warehouse. 

The initial step that should be taken in er-tabl ishing an Inventory 
contv-ol system is to set up a workable "group classification" sy=;tem of 
stock storage Which coexists with requisitioning and purchsing. Supplies 
should be grouped with stock numbers assigned to each group and to each 
item. For example: papsA, zia^ablz bond, &tock numbeA rj P-456. 

once this system has been set up, all your supplies will be ready 
for emergencies--shortages, oversupply lost items, etc., and you will also 
have a good control on everyday activities— receiving, meeting requests, 
and distributing. But you can't abandon the system once you have set it up, 
or your goal of efficiency won't be reached. 

First, c'uM '-AamacMqn miut be. kzc^oMtd M iooh a& iZ oci(^afi&. If 
not, it could be' :orded incorrectly or be completely forgotten. Also, 
if items are d1 sed and the transaction is not recorded, on-hand 
inventory will ^£ to be greater than it really is, and late-ordering 
will insure imrnediate recording of transactions. Use of such terminals 

also reduces the amount of ita to be recorded, provides an immediate 

check on the validity of the entry, and jus^ about eliminates transaction 
errors . 

Second, in iaUng inv&nto/LLj, cUbAiaij6 cov-vt md don't makz gaz^^eA. 
Attach stock bin cards in a visible place on all bins. On the bin card, 
have columns for receipts, issues, remaining balance, and the date. Jhis 
allows the storekeeper to tell at a glance whether sufficient stock is _ 
available to meet a requisition. You can also keep a stock record card 
in a central file for "planning and control," but this does allow for 
more chance of error. 



2* RECEIVING/ STORING, AND DISBURSING GF ALL SURPLUS OR SCRAP 

Th' same p^-inciples of "surplus items disposition" used by the central 
purchasing authority also apply to warehousing. The only difference is that 
a more strict method of recbrdkeeping should be applied to all waste or 
surplus items disposed of in a warehouse. 
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APPENbiX 1 : SPEeiFIGATIGNS 



SPECIFICATION: Paper, Toilet Tissue (Institutional and Industrial) 
KENTUCKY STANDARD NO: 8540-1 



1. SCOPE 

1.1 This specification covers two (2) types of toilet tissue. _ 
Agencies are to supply Supplemental Data to this specification 
as specified in 6.1 

2. 2.1 This specification covers the following types: 

Type I - Single-Ply Roll Tissue 
Type li - 2 Ply Roll Tissue 



3; REQUIREMENTS 

?.l Material - The toilet tissue shall be made from clean pulp; 
sha 1 1 be ungl azed , soft i cl ean , non-abrasive, and of even 
forniulation; free from slivers, dirt breaks, wrinkles, holes, 
and such ether imperfections as would affect either appearance 
or serviceability or both; shall be rectangular without ragged 
or irregular edges; shall have a maximum of 0 percent ground- 
wood fiber. Tissue shall b-: deemed safe for use in septic 
tanks ana must readily brea' -up in water when agitated. It 
shall be the manufacturer's first-line product. 

Z.2 Physical Characteristics, Type I 

Type I - Paper* Toilet Tissue, Facial Quality, Singl e-Ply Rol 1 , 
Hhite, Sheet Size AH" x4^", 1000 Sheets Per Roll, 96 Rolls 
Per Caseii Individually Wrapped, Standard Core. 

Roll Construction - Roll tissue shall be evenly and tightly 
wound Oil i stiff round paper-board core having an inside 
diameter of 1-3/8 to 1-3/4 Inches, sufficiently rigid to prevent 
collapse under ordinary conditions of transportation and usage. 

Brightness of Paper - Shall be a minimum of 68% (Test Method 
T452i Federal Specification UU-P556) 
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3 . 2 Physical Characteristics^ Type I (eoritiniied) 

Basis Weight - Shall be a minimum of 11.0 lbs. 

S ingle|-Ply^Perfbrat'on - Tissue roll shall be perforated at no^ 
less than 4^ inch hbr more than 4-5/8 inch iritervals and 
ishall average not less than 4^500 inches per roll (1000 sheets 
perforated at 4^ inch intervalsor 1 ,050 sheets perforawsd at 
4% inches). No single roll shall be less than 4,375 inches in 
length. 

3.3 Physical Characteristics ^ Type 11 

Type II - 2_Ply^ Bleached, White, Sheet Size 4^5" x 4VS 

500 Sheets Per Roll, 96 Rolls Per Case, Individually Wrapped 

Standard Core. 



Roll Construction - Roll tissue shall be evenly and tightly 
wound on a stiff round paperbdard core haying an inside 
diameter of 1-3/8 to 1-3/4 inches, sufficiently rigid to prevent 
collapse Under ordinary conditions of transportation and usage. 

Basis Height - Shall be a minimum of 9.5 lbs. 

2 Ply Perforatidn - Tissue roll shall be perfoi^'ced at not less 
than 4-3/8 nor more than 4-5/8 inch interval s and shall average 
not less than 500 double-ply sheets per roll and no single roll 
shall contain less than 4&8 sheet^^ 

Brj^gbtnass^ -of- Paper - Shall be a minimum of 68% (Test Method 
T452, Ft'.ceral Specification UU-P-556). 



4. :.AM?LING, INSPECTION AND TEST PROCEDURES 

4.1 Sampling - A sample package shall be furnished for each type 
asked for in the Invitation to Bid. 

4.2 Inspection - As Required 

4.3 Testing - Shall be performed by practical application. 



5. PREPARATION FOR DELIVERY 
5.1 Packaging 

5.1.1 Each individual package shall be firmly wrapped to 
resist deformity in handling. 

5.1.2 Shall be packaged and packed according to the manu- 
facturer's practice in a manner acceptable to common 
carrier fov^ safe transportation to destination as 
specified. 
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5.2 Marking - Unless otherwise speeifiedi shipping. eiDritairiers shall 
be marked with. the name of the material , the size, type, and 
quantity ebntaihed therein a^: defined: by the contract or order 
tinder which shipment is made, the number of the contract or 
purchase order. 

5.3 Labeling - Shall show product name and address of manufacturer. 



NOTES 

6.1 Supplemental Data - Requisitioning Agency shall specify the 
fol lowing: 

Type and Quantity 

6.2 Only established branded products that meet or exceed the 
quality level of the approved brands listed herein shall be 
considered for inclusion in this Acceptable Brands List. 

6.3 Only registered manufacturer's brand names will be considered. 
Private brands will not be considered. 

6.4 Specifications - Additional copies of this specification may 
be obtained by writing to the Standard and Specifications 
Section^ Division of Purchases* Mew Capitol Annex, Frankfort, 
Kentucky 40601. 
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iNVITATION TO BID 
Project #2139 



Date Issued: March 1, 1977 



Vendor Parker and Sons, Architects 
Name and Second Street 



Bid opening date: May l4, 1977 



Address: hexing ton, Kentucky 
Phone: 606-252-4031 



Time: 10:00 A.M. 



Location: Room 208 



First National Bank Building 
donesville, Kentucky 



Sealed bids must be received 
by this date. 



You rr>^ invited to bid en the foil owing: 

donesville Municipal Building-a four-stbry, thin-shell concrete, building, 
300 feet in diameter, including electrical work and plumbing 

Terms and conditions: 

1. Bids must be mailed or delivered to the Board of Commissioners, Fi r<;t 
National Bank Building, Box 2123, donesville, Kentucky, A?.30] . 

2. Bids must be submitted in ink or on a typewriter and signed in ink; they 
must be presented in a sealed envelope with ' *'?mber and Date of opening 
written in the lower left-hand corner. 

3. Any company failing to respond to tv;o cive invitations or four 
courtesy responses may^ at the discretion of l. Boards be dropped from the 
bid list. 

4. All proposals must be on a lump sum basis. Please quote your single best 
net price. Bids must be firm containing no escalator clauses . 

5. Deli^^ery date is October 1 , 1978 . 

6. Bid bond in the amount of five percent of the proposal must 

accompany each proposal. 

7. Any product delivered that does not meet specif as approved 
by the Board, or does not produce the effect required, shall be returned 
at the company* s expense. And the company shall refund to the city any 
money which has been paid them for the product. 

3. The Board of Commissioners res to accept or reject any 

bid_ according to the best interests of donesville. A bid may be awarded 
part or whole according to the best interests of donesville. 
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Acquisition prOgram-Acquir 'n.^ jf r;iireria1s by purch^^ses; should encompass 
planning and scheduling, dcS i^-ning Irvitatidrs for 6;ds , sol iciting 
bids* receiving, opening, c.-ci tvaluating bids, making awards, ex- 
pediting, and contract admitr -tration. 

Alternate bid--A bid submitted "in knowing variance from the specifications. 
Such a bid is only acceptable when the variance is deemed to be im- 
material . 

Award--The presentation of a purchase agreement or contract to a bidder; 
the acceptance of a bid or proposal. 

Bid--The: instrument by which a supplier presents item specifications 
and prices for a buyer. 

Bid and award process-The process of seeking Out a product and buying it. 

Bid-award file-A file that is divided into cbmmodUy_and item sections^ 
each of which contains listings of who was solicited for individual 
bids, what each response was, and other information. The bid--awara 
file is I 3d to compare past bids for award patterns that raignj 
reveal collusive agreements or to make other comparisons of data. 

Bid bond— An insurance agreement in which a third party agrees to be 

liable to pay a certain amount of money in the event that a spec in c 
bidder, his bid is accepted, fails to sign the contract as bid. 

Bid deposit-^A sum of money or check, deposited with and at tfie request 
of the government, in order to guarantee that ^he bidder^(depositor) 
will, if selected, sign t^5 contract as bid. If the bidder does not 
sign the contract, he forfeits the amount of the deposit. 

Bidders list-A 1 ist maintained by the purchasing adthority setting out 
-he names and addresses of suppliers of various goods and_services 
from whom bids, proposals, and quotations can be solicited. 

Brand name specif ieation--A specification that cites a brand n|me, model 
number, or some other designation that identifies a specific product 
as an example of the quality level desired. 

Budget data-Information contained in an annual budget submitted by usin§ 
agencies and approved by management. 

Central purchasing authOrity-The administrative unit Jn a centra: ized 

purchasing system With the authority, responsibility, and control of 
f?nrchasing activities. 
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Collusioh--A secret agreement or cooperation between two or more persons 
to accomplish a fraudulent, deceitful, or unlawful purpose. 

Commodity--Ah article of trader a moveable article of value, something that 
is bought or sold; any moveable or tangible thing that is produced or 
used as tiit! subject of barter of sale. 

Commodity classification groupings^-Sroupings, each representing a particular 
function with which a group of products is commonly associated. 

Competitivt: bidding--The offer of prices by individuals or firms competing 
for a contract, privilege, or right to supply specified services or- 
merchandise. 



Competitive hegotiatidri--A_ technique for purchasing goods and services, 
usually of a technical nature^ whereby qualified suppliers are 
solicited, hegdtiatidns are.carried on with each bidder, and the 
best offer (in terms of performance, quality of items, price, etc.) 
as judged against proposal evaluation criteria, is accepted; negotiated 
award. 

Conditions of sale--A statement containing conditions of items and list 
of known defects for sdmethihg to be sold; makes clear that 
responsibility for inspection rests upon buyer. 

Cost-savings analysis--The process of evaluating the difference between 
spot purchasing and volume buying. 

Design specifications--A purchase specification delineating the essential 
characteristics that an item bid must possess to be considered for 
award and so detailed as to describe how the product is to be manu- 
factured. 

Disposition--ActIng to remove from the premise:^ and control of a using 
agency goods that are surplus or scrap. Disposition can be accom- 
plished by transferring, cellintj, or destroying the goods. 

Emergency purchase--A purchase made wi thout f ol 1 owi ng the normal purchas i ng 
procedure in order to obtain goods or services quickly to meet an 
emergency. 

Emolument--The returns arising from office ov employment usually in the 
form of compensation. 

Erroneous bid^^A_miscalculation in composing a bid^^^ in an in- 

correct price or other term which ma^ affect the bidder's eligibility 
to be awarded the contract. 

ExpeditP--To hasten or to assure del i very of go: ds purchased in accordance 
with e time schedule, usually by contact by the purchaser with the 
vender. 



Fixed price contract--A contract which provides for a firm price under 

wh^ch the eontracto;^ bears the full responsibility for profit or "Joss. 
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Group classification SYStem--A system whereby supplies are grouped with 
stock numbers assigned to each group and to each item. 

Informal bid--An Unsealed competitive offer conveyed by letter, telegram, 
telephone^ or other means. 

Invitation for Bids--A request, verbal or written, which is made to 

prospective suppliers requesting the submission of a bid on commodities 
or services. 

Kickbacks— Acts of giving or accepting something of value to influence the 
award of a contract. 

Late bid or proposal--A bid or proposal which is re ; 9iv . j at the place 
designated in the Invitation for Bids after th..> Kcaf established by 
the invitation as the time by which all bids or proposals must be 
received. 

Letter of complaint--Writ.:" Lrocedure for serving corripraints against 
suppliers. 

Line item--A procurement i : = specified in the* Invitation for Bids for 

which the bidder is asked to give individual pricing information and 
which, under the terms of the invitation, is usually susceptible to 
a separUe contract award. 

Lines of authori ty--In purchasing, the procedure for reviewing approval 
of Invitations for Bids within an agency-established through state 
and/or local statutes: 

List price--The published price for an item that a vendor uses for in- 
forming customers and potential customers. 

Malfeasance--Misconduct by a ptblic official. 

Management information system--Reporting system showing items and 
quantities bought in the past. 

Market information files--The files on supply sources. 
On-hand inventory--Suppl ies in stock. 

Perfor(iance_specifieations--A specification setting out performance re- 
quirements that-have been determined to be necessary for the item 
involved to perform and last as required. 

Prequalifieatiori of bidders--The screening of potential vendors in which 
a government considers such factors as financial capability, 
-eputation, management, etc., in order to develop a list of bidders 
qualified to bid on government contracts. 

Proeurement--The process of obtaining goods or services, including all 
activities from the preparation and processing of a requisition. 
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through receipt and approval of the final invoice for payments . 
The^acts of preparing specif ''crt^-sons, making the purchase, and 
administering the contract r r -^ived. 

Purchase order--A purchaser'^s dou*.;:srit used to formalize a purchase 

transaction wi th a_vendor, A purchase order, when given to a vendor, 
sheuld contain statements as to the quantity, descriptidni and 
price of the goods or services ordered; agreed terms as to payment, 
discounts, date of performance, transportation terms and all other 
agreements pertinent to the purchase and its c^xecution by the vendor. 
Acceptance of a purchase order constitutes a co-t»-/Sv i:. 

Purchasing agent--An administrator whose job includes soliciting bids 
for purchases and making awards of purchase contracts; buyer. 

Purchasing dfficial--The administrative official who most directly over- 
sees the activities of purchasing agents and those other aspects of 
property management that are joined as separate or subordinate 
sections under individual administrative control. 

Purchasing mariual--A formal collection of instructicns relative to 
procedures to be followed by all parties when making use of 
or dealing with the purchasing department in procurement actions. 



Qualified bidder -A bidder determined by the government to meet minimum 
set standara? of businesseompetence, reputation, financial ability, 
and product quality for placement q,* the bidders list. 

Regional bidding--A bidding process whereby deliveries are made to widely 
scattered points or the requirements are of a local nature. In 
such a process, the bidders list is divided into needing geographic 
regions. 

Request for proposa I (RFP)--A request for a bid on commodities or services 
which is made to prospective buyers in competitive negotiation. 

Rotational bidding--Invitatiphs to bidders which are sent out on a 
rotational basis; each bidder gets a bid over a period of time. 



Scheduled buying--A purchase for which a bid opening date ts pre- 
scheduled so that using agencies' requirements for the period 
covered by the contract can be garr.ered and combined for the 
Invitation for Bids. 

Sealed bid--A bid which has been submitted in a sealed envelope to prevent 
dissemination of its contents before the deadline for the submission 
of allbldsi usual ly required by the purchasing authority on major 
procurements to ensure fair competition among bidders. 

Single -source procurement"-An award for a commodity which can only be 
purchased from one supplier, u.^ually because of its technological, 
specialized, or unique character. 
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Spot pdrchase--A one-time purchase made in the open market out of 
necessity or to take advantage of a bargain price. 

Standard application form--A form that irieludes financial standing and 
responsibilities, facilities for production, distribution and 
service, and length of time successfully in business; used to pre- 
qual ify bidders. 

Standard specif ication--A specification established through a stciodard- 
ization process to be usec^ for all or most purchases of the item 



Stock bin card — Gard attached to bin which includes columns for receipts, 
issues, remaining balance, and date.. 

Surplus property--Inventory not required by one usihgagehcy or any using 
agencies at the present time or in the foreseeable future. 



Tabulation of bids--The recording of bids and bidding data that was 
submitted in response to a specific invitation for the purpose 
of comparison^ analysis^ and rec'-^d-keeping. 

Term cbntracting--A technique in which a source or sources of sypplyare 
established for a specified peri d of time, usually characterized 
by an estimated or definite mini- urn quantity, with the possibility 
of additional requirements beyo'J the minimum, all at a predetermined 
unit price. 

Testing--A phase of inspection invn ving the determination by technical 
means of the physical and cherrncal properties of items or compounds 
thereof, requir^^ng not so much the element of personal judgement 
as the application of recogrized and established scientific 
principles and procedures. 

Usi.-g agency--A unit of government that requisitions items through 
central purchasing. 

Vendor buying--Purchasing in large quantities in order to reduce the 
price per unit; volume purchasing. 

Viant list--A list of what items using agencies need but cannot afford 
within their own budget. 

Warehousing--The -^ocess whereby repetitive use and surplus items are 

received, stored, and disbursed from a central geographic locatior.. 
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ON-SITE ASSESSMENT TEAMS 



Richard T.LaBrecqUe, Ph.D. 
Associate Professor 
University of .Kentucky 
3555 Olympia Road 
Lexington, Kentucky 40502 



306 Fiscal Court Building 
Louisville, Kentucky 402G3 



Ms. Betty Bingham 

Director, Louisville-defferson County 
Purchasing Department 



OTHEr REVIEWERS 



Mr. Homer A. Foester, t. ive Director 
State Board of Cdj^trdl 

Lyfidpn Baines Johnson State Office Building 
Austin, Texas 78711 

Mr. Don Borut 

Director of Management Development Center 
Interriatibnal City Management Association 
1140 Connecticut Avenue * N.W. 
Washington, D. C. 20036 



Mr. Harold Hoi t2. Administrator 
Institute of Government 
Rovernmental Training Division 
Georgia Center-University of Georgia 
Athens, Georgia 30601 

Mr. A.^.ron Shepherd, CPPO, CPO, CPM 

610_Bdnner Avenue 

Winston Salent, North Carolina 27017 

Dr. Yair Riback 

Manager of Research and Evaluation Branch 
Department for Human Resources 
275 East Main_Street 
Frankfort, Kentucky 40601 

Mr. Bob Dalton^ 

General Services Director 

Henderson Municipal Bui -ding 

First and Elm 

Henderson, Kentucky 42420 
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Mr; Richard Beam^ Executive Director 
National Porchasihg Institute 

P. 9. Box-29549 

Roostoh, Texas 77025 

National Institute of Governmental Purchasing, Inc. 
1001 Gohhectlcut Avenue 
Washington^ D. C. 20036 

Mr; -Don Beatty, Executive Director 
HunicljDal Finance Officers Association 
1313 East_5Dth Street _ 
Chicago, Illinois 60637 



Reviews ahdtechhical assistance were also obtained from the following 
Department for Local Government staff: 

Ms. Margaret LebuSi Assistant Director 
Division for Local Affairs 

Mr, Elvis L, Simrnons 
Chief Executive Officer 

Mr. Ken Goldsmith 

Local Government Advisor on Purchasing 

Mr. Drex R. Davis, Jr. 
Training Officer 
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PROdECT STAFF 



Ms. Patricia P. Greer, M. Ed. 
Principal Investigator 

Ms. Barbara hovah, B.S. 
Technical Writer 

Ms. Sally Hamilton, Ph.D. 
Technical Writer 

Mr. Stanley A. Stratford, d.D. 
eohteht Specialist 



Special credit goes to the following Department for Local Government staff 

J«$. Wanda Spaeth 
Secretary 

Ms. Ethel McGray 
Secretary 

Ms. Mary dean Atchison 
Secretary 



98 



U.9..73 



PCPL6 



PURCHASING MANUAL 
POST TEST 



The attached questions directly relate to the information contained 
in the Purchasing manual you have just completed. Please answer each 
question to the best of your ability by circling the correct answer. 

You can check your answers with the answer sheet in the appendix. 
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PURCHASING EVALUATION QUESTIONS 



1. A "qualified bidder" is a bidder who: 

a. Represents a national Ty advertised product 

b. Is determined by the purchaser to meet minimum set standards 
and is placed on the bidders list 

c. Has met the requirements of federal bidders standards 

d. Has a minimum of five years experience with the product on 
which he is bidding 

2. There are two different views concerning government purchasing 
bidders list^Oneview is that bidders should be prequalified for the 
1 ist. The other is : 

a. The purchaser decides on his own who he does and does not 
-_ want on the list 

b. Any interested supplier who submits an application is automat- 
ically included on the list 

c. No real list is maintained 

d. A bidder is only put on the list after he makes a bid for a 
product 

3. Name the steps that should be included in the prequal if ication of 
bidders: (Ehoose 3) 

a. Establish a standard application form 

b. Discourage unqualified bidders from applying 

e. Set forth evaluation pol icies in writing j 

d. Insure that theevaluation policies are kept confidential 

e. Notify the supplier in writing if he has been accepted for the 
list 

4. The process of removing bidders from the list should include which 
of the fol lowing steps? (Choose 3) 



a. Establishing a vendor file. 

b. Documenting a bidder's performance failure.. 

c. Ihfdrmihg the bidder in writing that he will be removed from 
the list 

d. Informing all other bidders of the bidder who was removed 
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5. The usual procedtire for reinstating a bidder to the list should 
include which one of the following? 

a. The bidder submits evidence that he has cured the problem 
causing hi^s removal 

b- The bidder and the purchaser have a formal talk and come to 
a compromise . i-. x 

c. The bidder cannot be reinstated to the same list from which he 
was removed; he must be jDlaced on a new list 

d. Under no circumstances can a bidder be >^einstated to any list 
once he has been removed 

6. A major function of maintaining the bidders list is to: 

a. Keep it organized into commodity codes 

b. Delete bidders 

c. ebntinually seek new sources of supply 

d. All of the above 

7 In some local governments* the bidderslist includes only the name, 
address, and commodity category of eachvendor. In other places, where 
prequalification is used* detailed questionnaires are kept on file which 
include which of the following pieces of information? (Choose 3) 

a. Length of time successfully in business 

b. Facilities for production 

c. Major competitors 

d. Commodity category 

8. "Purchase specifications" are: 

a. the technical and descriptive requirements of a product and 
its intended use or application 

b. The communication media between a buyer and seller 

c. The basis on which bids are prepared 

d. All of the above 

e. None of the above 

9. Check which of the following steps should be included in preparing 
each set of specifications? (Choose 3) 

a. Mrite each_section separately 

b. Consult prospective bidders _ , u ^ 

c. Keep available drawings, reference materials, and worksheets 

d. Review twice all items involved 

lb, The most important factor in any given set of specifications is to 
set out: 

a. The purchase deadl i he for the item 

5^ jhe essential characteristics of the item 

c. The intended use of the ijtem 

d. The intended price of the item ^ 
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Answer Questions 11-14 by choosing from the list below: 

a; Design specificatidns_ 

b. Qaal ified products list 

c. ebmparisons of samples 

d. Performance specifications 

e. Brand name specifications 

11. The three basic kinds of specifications are: 
a b c d e 

12. The Rind of specif icatidhs most preferred in public purchasing is: 
a b c d e 

13: The kind of specifications to use for public contracting, publications 
and consultative works is: 

a b c d e 

14. The specification to use when time and resources are limited is: 
a b c d e 

15. A type of specification should be chosen: 

a. For its ability to conimunicate the desired quality level of 
the needed product 

b. If it is the easiest alternative 

c. For its efficiency 

d. None of the above 

16. Good sources for preparing specifications are: 



a. Your state and local statute books 

b. State, federal , and professional publ ications 

c. Persons in your city knowledgeable on the particular topic to 
which your specifications are related 

d. All of the above 

17. "Standard specifications" are used when: 

a. They are required by federal law 

b. Items are to be used for similar purposes by one or several 
different using agencies 

c. Items _are_purchased on a one-time basis 

d. None of the above 
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18. the factors to be considered in writing and maintaining standard 
specifications are: (Choose 3) 

a. Gathering purchase records in a central Ibcatidh 

b. Recording the frequency and volumes of each^tyjDe 

c. Keeping _a_liniit on the number of specifications that are 
standardized___ 

d. Having the specifications reviewed by using agencies and 
industry representatives. 

19. The most important protector of a healthy and equitable public 
purchasing system is: 

a. Establishing standard specifications 

b. Prequalif ication of bidders 

c. Open competitive bidding 

d. Bid tabulation 

e. None of the above 

20. The Invitation for Bid (IFB) should contain: 

a. Terms and conditions to be used by suppliers in preparing their 
proposals 

b. Specifications 

c. A cover sheet. Including project identification 

d. All of the above 

21. When bids are: sol ici ted by dividing the bidders list into geographic 
regions, it is called: 

a. Rotational bidding 

b; Regional bidding 

c; eompetitive negotiation 

d; None of the above 

22. Written procedures of receiving bids should include: (Choose 3) 

a. Requiring all bids be dated and proper1y_identif ied 

b. Keeping each bidder informed of all other bids received 

c! Designating a secured box where all incoming bids can be placed 
d. Requiring all-bids be received by a preset deadline 

23. The public bid opening should include: 

a. Alldwihg all bidders plus the general public to know the nature 
and extent of bids received 

b. Altering bids thatdg not conform to the purchaser's needs 

c. Announcing who is awarded the contract 

d. All of the above 
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24. In the sealed bid and award process* the purpose of evaluating bids 
is to: 

a. Prequalify suppliers 

b. Determine the lowest respdrisible bidder - 

c. Bond them 

d. Determine which bidders should be deleted from the bidders list 

e. None of the above 

25. Bid bonding should be used: 

a. On al 1 bids 

b. When openness is desired 

c. When the reputation of the bidder is known to be bad 

d. When the reputation of the bidder is unknown 

26. The person given the authority to make the contract awards must: 

a. Be certified by the state board of purchasing 

b. Have a knowledge of all state and local statutes which relate 
to the process 

c. Not know any of the bidders 

d. rione of the above 



27. Given preferences to local bidders in evaluating bids is: 

a: Argued as unconstitutional because it can be a barrier to 

_. interstate commerce 

b; Promoted by local businesses and special interest groups 

c. Costly 

d. All of the above 

28. Any bid submitted that does not conform to the specifications set 
out in the Invitation for Bid (IFB) should be: 



ai Reprocessed 

b. Rejected 

e. Questioned 

d: Used as standard 

29. Emergency purchases should only be allowed: 

a. In duplicate purchasing _ 

b. Through permission of the central purchasing officer or some- 
one in a higher pdsitioh 

e. Through permission of the seller 
d. None of the above 

30. Single source purchases are made: 

a. When a certain seller is preferred by the purchasing agent 

b. When only one department needs the item 

c. When there is only one acceptable vendor able to furnish the 
neeaed item 

d. All of the above 

-- IV'i 
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31. Competitive hegdtation can be used when: 

a. Time Is crucial factor 

b. High technology items are involved 

c. The purchase Is for professional services 

d. All of the above 

32. Which of the following steps should be used in competitive negoti- 
ation? (Choose 3) 

a. Preparing a 1 ist of qual if ied bidders 

b. Calling each qualified bidder on the phone __ 

c. Giving public notice of the intended purchase 

d. Soliciting bids through a Request for Proposal (RFP) 

e. Asking for sealed bids 

33. "Cooperative buying" is: 

a. PLirchas1ng_rnade_ from several bidders at one time 

b. Several units of government getting together to purchase an 
item 

c. A unit of government making a cooperative agreement with a 
seller 

d. All of the above 

34. In most local governments, who has final approval oh all purchases 

a. The local elected or chief administrative official 

b. The purchasing officer 

c. The specificatv:n writer 

d. None of the above 

35. "Malfeasance'* inc"'Mdes: 

a. Conflicts of interest 

b. Bribery 
c: kickbacks 

d; All of the above 

36. A conflict of interest occurs in a contract when: 



a; The purchasing official and chief administrative official 

disagree on a certain point _ 
b; The purchasing official and supplier disagree on a certain 
^ point - 

c; The personal interest of the government employee is involved 
d; All of the above 

37. Ignoring statutory requirements includes: 

ai Making emergency purchases in non-emergency situations 

bi Baking many individual petty-cash purchases in place of one 

large competitive purchase 
Ci Making a purchase without going through the proper channels 
d. Al 1 of the above 
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38. What type of items should be bought under term-cdritracting? 

a. items reguired year-around and used among all agencies 

b. items subjectto disapproval 

c. items required on a seasonal basis 

d. All items that are not bought under letter contracting 

39. The_things that should be included in a letter of complaint against 
a supplier are: (Choose 3) 

a. Reason for ebmplaiht _- ^ _. . 

h. Name_of the person who made the complaint 

c. Number of days allowed the supplier to comply with the require- 
ments 

d. eonsequences of the supplier's nbrieohformanee 

40. The most effective method of inspecting items is to use: 

a. A central inspection staff 

b. A computerized testing program 

c. A mechanical tester 

d. Regional testing 

41. Surplus items are: 

a. In excess of present and near-future needs 

b. Still useful and should not be labeled "scrap" 

e. Both "a" and "b" 

d. Neither "a" nor "b" 

42. An item becomes surplus for one of three reasons: (Choose 3) 

a. Its use has decreased 

b. It is replaced by a newer item 

c. A program is changed or discontinued 

d. It falls under the standard definition of "scrap" 



43. Surplus items can be identified btst through: 

a. The inventory process 

b. Board meetings 

c. The purchasincj agent 

d. The suppl ier 

44. A surplus item may be disposed of by: 

a. Transfer 

b. Trade-in 

c. Sale 

d. All of the above 
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45. If ygu_want *to trade-in an obsolete item for a new one you should 
indicate such in: 

a. The newspaper 

b. The Invitation for Bid 

c. A trade-in notice 

d. The relating statute 

46. In sale of surplus items, one condition that should always be made 
is: 

a. The government provides no guarantees or warranties 

b. If defects are discovered later, the sale will be made invalid 

c. The buyer must be known by a member of the purchasing staff 

d. Sealed bids should always be used 

47. In taking inventory: 

a. Always try to make a good estimate; it takes too much time to 
count every little item 

b. Always count; do not make guesses 

c. iBount only big items, estimate on smaller ones 

d. None of the above 

48. The main function of warehousing is to receive, store, and disburse 
repetitive use items: 

a. All at one time_ 

b. Frdma central location 

e. Yearly 

d. According to statute 

49. Storing items in one central warehouse: 

a. Helps keep inventories in balance 

b. Lets items be available when needed 

c. Eliminates many small stockrooms 

d. All of the above 

50. Transactions that occur in a warehouse should be recorded: 

a. Bithin five days _ 

b. At the end of each day 

c. As soon as each occurs 

d. Before each is allowed to occur 

51. Establishing a centralized purchasing authority is: 

a. Placing control of all purchasing activities with one admin- 
istrative unit within the local jurisdiction 

b. Placing control of all purchasing activities with the state 

c. Placing all surplus in a physical location central to all 
using agencies 

d. None of the above iQ^ 
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52. To encourageagencies to control purchasing under a centralized 
system* data should be kept on: 

a. The budget 

b. Items each using agency expects to purchase 

c. Management information 

d. All of the above 
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11. 2.12 
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a b c 
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a 
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d 
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a b d 


II. 2. 13 
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a 


II. 2. 19 
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a c d 


II. 2. 27 




10. 


b 


II. 2. 27 




11. 


a d e 


1 1. 2. 21 
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d 


II. 2. 22 
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a 


II. 2. 22 




14. 


e 


II. 2. 21 
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a 


II. 2. 24 




16. 


d 
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b 


II. 2. 29 




18. 


a b d 
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19. 


e 


II. 2. 32 
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d 
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b 


ii.2.32 




22. 


add 
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23. 


a 
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24. 


b 


H.2.38 
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Answer Page 

25. d 

26. b 

27. d 

28. b 

29. b 

30. c 

31. d 

32. a c d 

33. b 

34. a 

35. d 

36. c 

37. d 

38. a 

39. a c d 

40. a 

41. e 

42. a b c 

43. a 

44. d 

45. b 
45. a 

47. b 

48. b 

49. d 
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50. c 

51. a 

52. d . 
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APPROVAL MANUAL 
PRETEST 



The attached questions directlj^ relate to the information contained 
in the Approval Manual which you will be studying. Please answer each 
question by circling the correct answer. 

You are not expected to know many of the answers at this time. It 
is only asked that youconsider each question carefully and answer to 
the best of your ability. 

Completing these questions will help^you to detem 
and therefore to know those points on which you need to concentrate. 
You can find answers to these questions behind the Post Test in the 
Appendix. 
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APPROVAL MANUAL EVALUATION QUESTIONS 



1. Centralized purchasing should be considered for your unit of 
government: 

a. If it is at all politically and financially possible 

b. If you have morethan 200,000 popu 

c. If you have a city manager form of government 

d. None of the above 

2: In order that you, the "approval parson" can help to establish the 
central purchasing authority, you must have a working knowledge of: 

a. Specification writing 

b. State and local purchasing laws 

c. Surplus property classification 

d. eontract types 

3. Which of the following factors should be considered in forming a 
centralized purchasing system: 

a. Eommunicatiori 

b. Efficiency 

c. Effectiveness 

d. All of the above 

4. A bidders list is a list of suppliers who are: 

a. Possible bidders 

b. Bidders who have been awarded contracts 

c. Bidders prohibited from bidding 

d. All of the above 

5. Establishing a bidders list includes: 

a. Preparing specifications 

b. Prequalifying bidders 

c. Receiving a bid from each bidder 

d. All of the above 

6. Maintaining a bidders list includes: 

a. Changing item categories 

b. Resolving conflicts between bidders 

c. Deleting bidders from it 

d. None of the above 

lis 



?• An activity that should be included in specification preparation is: 

a. Establishing a central control over specification preparation 

b. Choosing methods of testing to be used 

c. Establishing standard specifications for frequently purchased 
items 

d. All of the above 

8. The three basic types of specifications are: (Choose 3) 

a. Design 

b. Performance 

c. Brand name 

d. Single 

9, The best and most often required process of awarding contracts is: 

a. Formal sealed bids 

b. Single source_purchases 

c. Emergency purchases_ 

d. Competitive negotiations 

Id. Competition will be more or less insured in the formal sealed bid 
process if: 

a. A legal notice is provided 

b. The bidderVs list is used in a manner most favorable to 
competition 

c. Terms, conditions, and specifications of the IFB are set out 

d. All of the above 

11. A "late bid" is one that is received: 

a. More than 24 hours later than the time designated for opening 
bids 

b. More than 2 weeks after the IFB has been issued 

e. After the time set for opening bids 
d. None of the above 

12. Bid bonding should be used: 

a. On all sealed bids 

b. When openness is desired 

c. When the reputation of the bidder is known to be bad 

d. When the reputation of the bidder is unknown 
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13. In deciding who will re^ the cdntract awards the approval person 
should base his decision on: 

a. The suggestions of the purchasing agent 

b, Sound reason! ng and wri tten gui del i nes 
c; Political priorities 

d; A1 ternate bids 

14. Emergency purchases should only be allowed: 
a; In duplicate purchasing 

b; Through permission of the central purchasing officer or someone 

in a higher position 
Ci Through permission of the seller 
d. None of the above 

15. Single source purchases are made when: 

a. When a certain seller is preferred by the purchasing agent 

b. When only one department needs the item 

c. When there is only one acceptable vendor able to furnish the 
needed item 

d. All of the above 

16. Competitive negotiations are used when: 

a. Time is a crucial factor _-_ 

b. High technology items are involved 

c. The purchase is for professional services 

d. All of the above 

17. Lines of authority for review and approval of all purchases are 
established: 

a. Through the guidelines of state and local statutes 

b. By the purchasing agent 

c. By the legal authority in the government 

d. Through federal guidelines 

18. One area in the purchasing organization where the purchasing agent 
has final approval responsibility is: 



a. Awarding contracts 

b. Maintaining the bidders 1 ist 

c. Writing purchasing laws 

d. Setting up the purchasing organization 
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19. Malfeasance includes: 

a. Gonfliets of interest 

b. Bribery 

c. Kickbacks 

d. All of the above 

26. A "conflict of interest" is: 

a. 9ne of the parties involved in a contract holding a personal 
interest in its making 

b. A legislator acting as an agent for a corporation 

e. A government employee conducting ah outside business and 
signing a contract with his own agency 

d. All of the above 

21. Any contract involving a bribe or kickback should be: 

a. Reprocessed 

b. Rejected 

e. Questioned 

d. None of the above 

22. The situation of a Using agency ignoring purchasing rules: 



a. Is not as bad as acase of bribery or conflict of interest and 
should hot generally be punished 

b. Should be reprimanded through the board or chief executive 

c. Is uhprevehtable and should be dismissed 

d. Is worse than bribery or conflict of interest and should be 
punished accordingly 

23. As an approval person* you have no responsibilities in the areas of: 



a. Inspection and testing 

b. The bid and award process 

c. . Surplus items disposition 

d. Both inspection and testing and surplus items disposition 

24. Surplus items can result from: 

a. Decrease in use of an item 

b. An item being replaced by a newer one 

c. A program being replaced or discontinued 

d. All of the above 

25. Warehousing is inventory control: 

a. In a central geographic location 

b. On the management level 

c. On the supplier level 

d. None of the above 

lis 
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irJTRODUETIGN TQ 
THE APPROVAL MANUAL 



As the local elected or chief administrative official ^ ususally 
you have final approval on purchases within a city or county. The 

kz6pQmibiiitie^ and thz activitit& ntcd&haAtj ioK you to oue/z^ee puA- 
chating izchhUcucj!^ and jDhactico^ on yoixA ZocaZ Qo\)QA.nmznZ tovoZ oAt 
ib&cwb6zd in ttuJb manudt. 

Because your unit of gdverhmeht differs so greatly from other units 
in size, structure^ arid gbverriirig ordinances your responsibilities may 
differ significantly from approval persons in other governmental units. 
Some of you do not have the necessary resources to carry out all the 
recommended functions arid some of ydur gdvernmerits are too small to 
warrant certain resources. It must be remembered though that lirni ted 
resources drily highlight the need for good controls^ effective and 
efficient programs^ and a proper management orientation. Actually, the 
size of a purchasing prdgram has little to do with observing sound pur- 
chasing principles. Techniques for implementlngthe program can be ex- 
pected td differ because of program size and other factors, but p^nclpt^ 
of godd purchasing apply equally to all levels of government. 

The package cdntent adheres to the standard that "where there is 
centralization, openness, impartiality, and professionalism, government 
is well-served by pub] ic purchasing. "This standard can be applied to 
purchasing programs at all levels of government. 

Tkz conXzvii l6 dulgmd to tzt ijoa, as an OLpphova^ pM^on, ieZect 
and u^e gu^rfei^nei appKopnU^aiz to the ncedi yooJt position. It up 
to you houo you a6e ihz Ini^oimation. 
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CHAPTER I: CENTRALIZED PURCHASING PROCEDURES 



There are three basic steps in establlshlng^a central purchasing _ 
authority that will help to insure a successful purchasing systern. First, 
if it is at all politically and financially pqssib]e^ cjovvUd^ 
No matter what the size of your government centralized purchasing may be 
practical for it. Centralized purchasing is_sametimes_though 
limited only to states and larger units of local governments, _butsuch_ is 
not so. Despite the size of your government, it could save your purchasing 
process time and money, allow you and other top officials to have quicker 
access to the system and better control over it. 

Second, place a competent, hard working and trustworthy person in 
charge of the central authority who will insure thatits principles are 
met. In doing so, your burden of responsibilities, as an approval person. 
Will be reduced considerably. 

Third, to accomplish theseoutcomes, include the fbllbwing goals in 
your central purchasing authority policy. 

1. Reduce and control the cost of purchasing supplies, equipment, 
and services 

2. Service using agencies and vendors doing business with the 
government 

3. Maintain a closer control over expenditures 

4. Better utilize property purchased at public expense 
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*The three basic $teps we have covered so far in establishing a 
central purchasing authority are: 

1. 



2. 
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The three basic steps are: 

1. Deciding whether a central purchasing authority would be 
practical for your government and, if so, establishing one 

2. Assigning a competent, hard-working and trustworthy individual 
to head the authority 

3. Identifying the authority's goals and objectives 

The organization of your central authority is dependent, of course, 
on the restrictions and allowancesof your state and local statute books 
Some states and localities impose strong regulations on the purchasing 
activities of their employees, while others barely address the issue. 

In order_that you* the "^approval person,^ can help to establish the 
purchasing authority in the first place, you must have a working know- 
ledge of your state and local, purchasing laws. 

*Go right now to both your statestatute books and your local ordi- 
nance books (if you have some) and list below legislation that applies 
to establ ishing a central purchasing authority. Describe each law in 
two sentences or less. 




1. 



2. 



3- 




H.3.4 



AMP 



Local Or d inances 
1. 



2. 



If ybo had trooble interpreting these laws, or even just finding 
them, then you can see the impbrtariee of having a direct line of communi- 
cation with legal counsel in your government. One legal advisory person 
in your government should be assigned the responsiblity of advising both 
you, the advisory person, and the purchasing officer bn the responsi- 
bilities and limitations bf each function bf the jDurchasing process. Such 
ah advisbrypersbn should have a wbrking knowledge bf the legal system 
and a good liaison with the Ibeal government. for which he is working. He 
can be the county or city attorney^ or in a larger governmental unit^ be 
legal counsel to the administration. 

Whatever his position^ it isimpdrtarit that you have a directlihe 
of cdiTimuhlcatidn with him. Many legal questions^ for instance, arise 
in establishing a central purchasing authority that require a definite 
answer. If ydu are able td easily cdntact a legal advisory person on 
individual questions that arise, ydur Wdrk Will flow much smoother^ and 
the system ydu establish should be much mdre efficient. 

If you decide that a central purchasing authprity should be estab- 
lished in your government, you also must decide the activities such an 
authority should be responsible for. 



*Can you list three general activities for which a central purchasing 
authority should have responsibility? 

1. 



2. 



3. 
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The most important general activities to be included in a central 
pdrehasing authority's activities are: 

1. Promoting legislation toward good comprehensive purchasing 
management 

2. Researching and developing purchasing performance methods 

3. Arranging the organizational structure to encourage effective 
performance and accountability 

4. Documenting and continually updating purchasing practices and 
procedures 

5. Increasing capability for innovation 

6. Pursuing professional excellence arid communicating such to 
agency heads, other government officials, and the public 

It is important that activities included iri central ized purchasing 
are adaptable to such a system, otherwise many probl^ems may occur- In 
order to avoid potential problems, take into consideration whether_or 
not the following_f actors will be improved as a result of placingeach 
activity into central _porchasing: (a) communication, (b) efficiency, 
(c) effectiveness, and (d) organization. 

Looking at your own porchasirig system (orafabricated one) choose 
an activity and decide if its placement in central purchasing authority 
would be advantageous to the system, (Explain how the factors a-d will 
or will not be improved.) 

Name of activity — — 



Advantages or disadvantages in: 




a:: fnimuni cation 




b: Efficiency 




c. Effectiveness — - 




d; Organization - . — 
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Agairii centralized purchasing is not appropriate for every govern- 
mental uhiti but despite the size of your unit, you ihoatd glvz iX stAoyig 
coYt^ldtnatian. A central authority can not only maintain overall legal 
responsibility for implementing the purchasing program, but can establish 
the policies, procedures, and controls for delegation. 
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CHAPTER ii: BID AND AWARD PROCESS 



The ''bid and_award" process is the formal process of seeking out a^ 
product and buying it. This responsi^bility rests with either the individ- 
ual using agencies or the central purchasing authority in your government. 
The total process can be divided into five basic functions: 

li Establishing and (Maintaining a bidders list 

2i Preparing specifications 

3i Inviting and receiving bids 

^1 Evaluating and awarding bids 

5i Forking with alternative procedures to the 
bid and award process 



1. Establishing and Maintaining a bimers list 

a bidders list identifies suppliers of various goods and services as 
possible sources of bids and proposals. It provides either the central ^ 
purchasing authority or each using apncy with a source from which quali- 
fied bidders can be solicited. Establishing and maintaining the bidders 
list is the responsibility of those that use them (either the using agency 
or the central purchasing authority), You^ as the approval person, should 
be involved only in legal or administrative conflicts that arise with 
the list. 

The process of establishing and maintaining a bidders list includes 
the activities of prequalifyihg bidders for the list and deleting_bidders 
from it. Since thebidders list determines who will receive Invitations^ 
for Bids (or who will be asked to make a bid on a certain item or project) , 
and you are the person who has final approval on the Invitations for Bids, 
it's important that you know the list is being properly maintained. 

*Do you know whether or not your purchasing authority or using 
agencies prequalify bidders for their bidders list? Yes No 

*If yes, what is the criteria they use to prequalify bidders? 

1. 

2. - _ 

12S 
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Criteria used most often to prequalify bidders include: 

1. Financial standing 

2. Reputation _ 

3. Facilities for production 

4. Distribution and service capabilities 

5. Length of time successfully in business 

Do you know which of these are used by your purchasing authorities? 
In order to keep tabs on the bidders list you should remember this 
information. 



2. Preparing specifications 

Specifications are the technical requirements of a product and its 
intended use or application. They are prepared by the purchasing agent 
to communicate the description of the product to the supplier(s). Usually 
they are attached to the Invitation for Bids so that any supplier who 
wishes to make a bid knows exactly what he will be required to do if he 
is awarded the contract. Specifications also serve as a public record 
allowing the public to see exactly what is being purchased. Activities 
that should be included in specification preparation are: 

1. Establish a central control over specification preparation 

2. Choose to use* for each set of specifications prepared, one 
of three types: design, performance, or brand name 

3. Identify the essential characteristics of items to be purchased 
in the written specifications 

4. Choose methods of testing to be used 

5. Establish standard specifications for frequently purchased 

i tems 

Though specifications usually are prepared by the purchasing agent, 
they should be subject to your approval . Therefore you should be familiar 
with some basic principles of the above activities. 

For example, i^n establishing a central control over specifications, 
your influence is mandatory. Even if you have decided that a total central 
purchasing authority would not be appropriate for your government, a 
central control over specifications may still be practical. 

*Does you government presently have a cent^^^al control over 
specifications? 
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In many governmental units, each using agency_ prepares the specifi- 
cations for the items it would like to purchase. Though this process is 
fine for smaller governmental units, larger units will waste mUch time 
and effort in duplicating specifications for items if they do not central- 
ize the process. 

In setting up a central authority, the complete. 1 ist of responsibil- 
ities must be set forth in writing. This should include the conct<J>ioyUi 
under which specification? must be approved by you arid/or by other 
officials in the government. This process, of course* must abide by 
legal regulations imposed by both state and local statutes. 



-*Refer_now to your state and local (if you have any) statute books, 
and list below any laws that relate to ^p^oiilcation w/Lctcng. Describe 
each in two sentences or less. 



Statute 



Description 



Statute 



Description 



Statute 



Description 
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Though the specifications prepared must abide by legal restrictions, 
they should not be made ai^eMonabhj or the riomber of 

suppliers who can make bids on an item will be limited. Other than 
the legal guidelines, the e^6zntiaJi chtxAaci^nA^^tcc^ and eA^zntial d^ign 
i^zttia/ie^ ol an item always should be covered in the specifications. 

There are three types of specifications with which you should be 
familiar: design specifications, performance specifications, and brand 
name specifications. Each of these allows for a different degree of 
restrictiveness in setting forth the essential characteristics of an item. 

Pe^£gn^peC/C^ica,tcdKi6 describe the detailed characteristics that 
ah item must possess, even how it should be manufactured. They are the 
most restrictive specifications and should be used for public contracting 
(roadSi buildings* etc. )^ publ icatioris, consultative services* or anything 
that requires prescribed design features. 

Pe^^o>^ance ^peci-J-ccoiid^t^ the capabilities necessary to 

satisfy intended use_df the product or how the product should perform. 
This is the most preferred type of specification today in public purchasing. 
It does require close cbmmuni cation between the using agency and the 
purchasing authority* but it usually results in the best method of deter- 
mining the lowest responsible bidder. 

B^dnd iVame /ipeoi(5ica^xo;t6 cite a brand name ^ mpde] numbiBr, or some 
other designation that identifies a specific product of a manufacturer 



as an example of the desired qual ity level. Usually any item equal to or 
better than the quality Veyel stated Isacceptable. Brand name sp 

cations are not usually good specifications to use except when time and 

resources are limited, or an item of low dollar value is purchased. Though 
they shoul d i ndi cate_beypnd a doubt that the brand name mentioned is not 
the preferred product, but only an example, they still tend to discourage 
competition and reduce chances of equal opportunity for bidders. 

The following is a sample set of specifications. Read them thoroughly 
and then answer the questions following: 





12,9 



ii;3.il 



ERIC 



PCPLG 



SPECIHCATIGNS 

SPECIFICATION: Paper, Toilet Tissue (Institutional and Industrial) 
KENTUCKY STANDARD NO: 8540-1 

1 . SCOPE 

1 1 This specification covers two (2) types of toilet tissue^ 

Agencies are to supply Supplemental Data to this specification 
as specified in 5.1 

2. 2.1 This specification covers the following types: 

Type I - Single-Ply Roll Tissue 
Type 11 - 2 Ply Roll Tissue 

3. REQUIREMENTS 

3 1 Material - the toilet tissue shall be made from clean pulp; 
shall be Uriglazed, soft, clean, non-abrasive, and of eVen 
formulation; free from slivers, dirt breaks, wrinkles, holes, 
and such other imperl'ections as would affect either appearance 
or serviceability or both; shall be rectangular without ragged 
or irregular edges; shall have a maximum of 0 percent ground- 
wood fiber. Tissue shall be deemed safe for use in septic 
tanks and must readily break-up in water when agitated. It 
shall be the manufacturer's first-line product. 

3.2 Physical Characteristics,^ Type I 

Tvoe I - Paper, Toilet Tissue, Facial Quality, Single-Ply Roll , 
White, Sheet Size AH' x 4J5", 1000 Sheets Per Roll, 96 Rolls 
per Case, Individually Wrapped, Standard Core. 

Roll Construciigff - Roll tissue shall be evenly and tightly 
wound on a stiff round paperboard core having an inside 
diameter of 1-3/8 to 1-3/4 inches, sufficiently rigid to prevent 
collapse under ordinary conditions of transportation and usage. 

BriqMness of J'^per - Shall be a minimum of 68% (Test Method 
T452, Federal Specification UU-P556) 
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•istics^Tjq}^ i— (£6ritinaed) 



Ba.sjs- Weight - Shall be a minimum of 11.0 lbs. 



Mngle^llj^-Perforatiori ~ Tissue roll shall be perforated at not 
less than 4\i inch nor more than 4-5/8 inch intervals and 
shall average not less than 4,599 inches per roll (10QG sheets 
perforated at 4% inch Intervals or 1,059 sheets perforated at 
4% inches). No single roll shall be less than 4,375 inches in 
length. 

3.3 Physical Characteristics^ Type 11 

lype ll - 2 Ply, Bleached, tJhite, Sheet Size 4%" x 4%", 

590 Sheets Per Roll, 95 Rolls Per Gase, Individually Wrapped 

Standard Gore. 



Roll GbnstructiQh - Roll tissue shall be evenly and tightly 
wound on a stiff. round paperboard core having an inside 
diameter of 1-3/8 to 1-3/4 inches^ sufficiently rigid to prevent 
collapse under ordinary conditions of transportation and usage. 

Basis Weight - Shall be a minimum of 9.5 lbs. 

2 Ply Perfdratidii - Tissue roll shall be perforated at not less 
than 4*3/8 nor more than 4-5/8 inch intervals and shall average 
not less than 500 double-ply sheets per roll and no single roll 
shall contain less than 488 sheets. 

Brightness of Paper - Shall be a minimum of 68% (Test Method 
T452, Federal Specification UU-P-556). 

4. SAMPLING, INSPECTION AND TEST PROCEDURES 

4.1 Sampling - A sample package shall be furnished for each type 
asked for in the Invitation to Bid. 

4.2 Inspection - As Required 

4.3 Testing - Shall be performed by practical application. 



5. PREPARATION FOR DELIVERY 
5.1 Packaging 

5.1.1 Each individual package shall be firmly wrapped to 
resist deformity in handling. 

Shall 1 be packaged and packed according to the manu- 
facturer's practice in a manner acce|3table to common 
carrier for safe transportation to destination as 
specified. 
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5.2 Marking - Unless otherwise specified, shipping ebntaihers shall 
be marked with the name of the material , the size, type, and 
quantity contained therein as defined by the contract or order 
tinder which shipment is made, the number of the contract or 
purchase order. 

5.3 Labeling - Shall show product name and address of manufacturer. 



NGTES 

6.1 Supplemental Data ~ Requisitioning Agency shall specify the 
fol lowing: 

Type arid Quantity 

6.2 Only established branded products that meet or exceed the 
quality level of the approved brands listed herein shall be 
considered for Inclusion Iri this Acceptable Brands List. 

6.3 Only registered manufacturer's brand names will be considered, 
Private brands will not be considered. 



6.4 Specifications - Additional copies of this specification may 
be obtained by writing to the Standard and Specifications 
Section^ Division of Purchases, new Capitol Annex, Frankfort, 
Kentucky 40601. 



132 



11.3. 14 



ERIC 



AMP 



]• What is the type of ispecif ications used (design* performance, or 
brand name)? 

2. Do they properly set out the essential characteristics of the item 
to be purchased? Yes No 

3, Has a reasonable yet legal (according to yowi state and local stat- 
utes) degree of restrict! veness been applied? Yes No 

Why or why not? - - _ 



The writing of specif icatidns_and Invitations for Bids should be 

watched closely by you as the approval person. improper_development of 
either of them can affect greatly the award process, in either an unfair 
or inefficient manner^ So^ be able to trust your purchasing agent to do 
a good job; at the same time, know the regulations and alternatives your- 
self and also maintain good cormnunication with the legal advisory person 
in your government. 
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3. Inviting and receiving bids 

-_ This process i which ineludes inviting^ receiving^ opening, and tabu- 
lating bids, _is the basic element of the bid and award process. Statutes 
and regulations pnerally require local governments to use this totat 
pkqce^6 to insure open and competitive bidding, Though there are alter- 
native methods of awarding contracts to a_ supplier (cdmprehensi ve negoti- 
ation, emergency purchases, etc.) the sealed bid and award process gener- 
ally is the best and the one most often required. For this reason, we will 
cover the sealed bid and award process first and most elaborately, and 
touch upon other purchasing methods later. 

*Aecording to your state and/or local laws, what are the conditions 
under which a formal sealed bid purchase should be used? 
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Most laws stipulate that any purchase over a certain dollar amount 
be subject to_ formal sealed bids (for instance, any purchase over $2(30). 
Larger amounts of purchases are best fpr_ formal bids, sincethe formal 
bid and award process does require substantial time and cost. 

*Now, while you are looking through your statute books, cite and 
describe briefly any other statutes that relate to ^o^mxt pu/ich(ist&. 

Statute 

Description _ 



Statute 

Description 

Statute 

Description 



Statute 

Description 



Two tasks to be included in processing a formal (sealed bid) purchase 

are: 

TASK A: Insuring competition 



TASK B: Establishing bid opening and tabulation procedures 



TASK A: Insuring competition 

Requirements of all purchasing statutes relating to the bid and award 
process should be based upon competitive principles. Top-level management 
also plays an important role in assuring that open competition is main- 
tained throughout the purchasing process. CompeXition is present When two 
or more vendors are allowed to secure the business of a third party by 
offering the most favorable price* quality^ and service. If the purchasing 
agent abides by the following steps of the bid and award process, competi- 
tion will more or less be insured: 

1. Provide a legal notice 

2. Use the bidders list in a manner most favorable to competition 

3. Set out the terms, conditions, and specifications of the proposal 
in the Invitations for Bids (IFB) 
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Steps #1 and #2 are generally the_sble responsibility of the pur- 
chasing agent or the using agencies. But the final responsibility of 
Step #3--setting out the terms, conditions, and specifications of the 
Invitations for Bids (IFB)--lies with you as the approval person. 

The construction of the IFB is critical to competition, because. . 
the entire tone of the transaction and the future course of the resulting 
contract stem from it. Sufficient review time must be giventhe IFB or 
else competition could be restricted and the transaction could be subject 
to legal and procedural problems. The followingis a list of the terms 
and conditions that should be included in the IFB: 

1. Cover sheet, including project identification 

2. Specifications 

3. Types of bids required (lump-sum, itemized Unit^ etc.) 

4. Time and place where bids will be received and opened 

5. Special conditions 

6. Conditions under which proposals will be accepted or rejected 

A sample IFB is in appendix l- Refer back to it now and go through 
each separate item to make sure you understand it. The above eight items 
are only suggested to be used in IFB. However^ they can_ be used as a 
checklist when reviewing the IFBs so that you know what is missing and why. 



TASK B: Establishing Bid Opening and Tabulation Procedures 

The central purchasing authority for each using agency must es^^ 
formal procedures to safeguard all bids until the time set for opening 
them. Public bid openings is the rule for sealed bids, since each bidder 
relies on the purchaser to assure that the price is not disclosed prema- 
turely. All responsibilities anid procedures of bid receipt and control 
should be set forth in writing under your guidance. 



Evaluating bids and awarding contracts 

After all bids have been received and tabulated, they must be for- 
mally evaluated and the_ contract awarded. The following tasks should 
be included in this process: 

TASK A: Establishing bid and award authorities 

TASK B: Identifying and dispensing of late or erroneous bids 

TASK C: Determining if bid bonding is required 

TASK D: Evaluating bids and awarding contracts 
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TASK A: Establishing bid and award authorities 

To establish who has what respbhsi bill ties in evaluating bids arid 
awarding contracts^ it is riece$sary first that you have a working know- 
ledge of all state and local statutes relating to the process. 

*Gd now to your state arid local statutes books arid list any arid all 
Statutes that relate to the bid evaluating and award process. Describe 
each briefly. (If you do riot have local statute books* do you have any 
idea how to locate such statutes?) 

Statute 

Description 



Statute — 
Description 



Statute - 

Description 



Statute 

Description 



Statute 

Description 



You carindt begin to establish guideliries or write policy for this 
or ariy other process uritil you khdW your legal resporislbil ities and_ 
1 imitations. Agairii you cari see the importarice of having a direct lirie 
of cdmmuhicatiori with the legal advisory piBrsori iri your gdyernmerit in 
order that he may help you td establish the program initially and answer 
any questidris arisirig later on. 

Openness, impartiality, and resonableness should be incorporated 
into the standards of this process. OpcmQy!>6, means that evaluation 
procedures should be set dut in writing and be made available td all 
prospective buyers and to the general public. It also means that 
evaluation criteria be thoughtfully developed and stated clearly in the 
IFB's. JmpOAtiaLUif requires that all bidders be treated equally in 
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the evaluation process so that favoritism does riot result. Reasoriable- 
ness requires that the process be orderly. 

Written policy should include guidelines for the folldwing t pies 
and functions: (ll responsibility of bidders, (2) responsiveness of 
bidders, (3) "preference" in awarding contracts, (4) bid bonding^ 
(5) late or erroneous bids, and (6) awarding contracts. 



To set up thepolicies in these areas, meet with your purchasing 
agent or with the person responsible for these functions in each usirig 
agency. Such a person or persons should know the pririciples to apply 
and the methods of establishing such pol^icies. He needs your guidance 
though in dealing with political and administrative priorities or standards 
(especially In areas such as "preference", ''bid bondirig", etc.) 



TASK B: ^Ulentifyipg-oy^dispensirig of- Jate xir erroneous bids 

A tatz bid should be identified as any bid received at the place 
designated after the time set for opening of bids. The best policy is 
to reject all late bids regardless of the circumstances. 

An QjtAoyizoM bid is usually one that includes a mathematical error * 
or it could be one that does not conform to the IFB. The best policy for 
these situations is to reject any such bid. 

There are exceptions and alternatives for dealing with late or erro- 
neous bids. T/te6e Alwtild be doJie/mintd btj the guUdeZlne^ ol youA ^tatuuteA 
and t/ie judgment ijouA pii'ickculng o{) {)lc(in.{6] , 



TASK E: Determining if bid bonding is required 

: Bid bonding. should be used in instances where the reputation of the 
bidder is not well established or hot known. It should not be used on a 
regular basis for thepUrchase of goods and services, but only in special 

instances such as public works cdntracting. Bid bonding should never 

be used in place of a good prequal if ication system. Procedures and condi- 
tions under which bid bonding is used must be pre-established in your 
purchasing policy statement. 



TASK D: Evaluating bids and awardiflg^contra^ts 

The purpose of evaluating bids is to determine the_ "lowest respon- 
sible bidder meeting specifications", or "lowest and_most advantageous" 
bidder. Despite the wording, the award usually is made for the bidder 
whose bid is lower in unltprice, total cost of operation, or value^ 
dollar than any other bidder whose reputation, past performance, and 
business and_financial capabilities satisfy the government's needs. (Now 
you can see the importance of pre-establishing the guidelines in this area 
The person whohas the authority to make the awards can use his own 
discretion in determining the successful bidder, but such a decision must 
be based upon sound reasoning and written guidelines. 
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Such gaideliries should include policies for the determination of 
the following: who submitted the lowest bid^ whether the low bid is 
responsive, and whether the low bid is responsible. 

Once the lowest responsive and responsible bidder has been deter-- 

mined, notification of award should be made in writing to the successful 
supplier and all other competing bidders. 



5. Working with alternative procedures to the bid and award 

PROCESS 

You will recall that the sealed bid arid award process, generally 
is thebest means of awarding a contract to a supplier, and sometimes 
the only legal means. Under certain circumstances other acceptable 
methods are permitted in most local governments. These include: 

1 . Emergericy purchases 

2. Single-source purchases 

3. Competitive negotiations 

*Go now to your state and local statute Books to find oat if any of 
the above three purchasing methods are disallowed in your government, 
tist below the statute and the purchasing method(s) disallowed. 



Let's go through the three purchasirig methods ^ one by one. 

Emakgtnctj pu/ie^a6e^- -Emergencies are the most common special type 
of purchase for which the bid and award process is permitted to be 

by-passed. As a rule, emergency purchases should Orily be allowed 

through permission of the ceritral. purchasing authority, or, if your time 
permits, through your approval. This is to safeguard against unnecessary, 
corrupt, or duplicate purchases. The item requested to be purchased as _ 
an emergency, for iristance^ might already be on hand; a central purchasing 
authority would know this. A central authority would also be able to 
consolidate an order of several individual requests of the same item. 
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If the purchase of an item is an immediate eiriergeriey , agency heads . 
should be allowed to make them under special conditions. Records should 
be kept on the 1tem(s) as to types and quantities purchased, vendor's 
name, and disposition of the item. 

Slngiz-sqaAcz^Lin^^^ made when there 

is only one acceptable vendor able to furnish a certain item or service. 
Again, deciding when single source purchases can be made should be the 
responsibility of the purchasing officer (with the help of the using 
agency). In order to avoid making single source purchases that results 
from a preference for a particular company, the purchasing officer should 
ask the following questions before he allows one to take place: 

1. Is there ho responsible competition for the item 

2. Is the item necessary to the operation of the agency 
3- Is the object really one-of-a-kind 

4. is the vendor selected the only one capable of supplying the 
product 

5. Is there a patent on the product 

CompctitLvz ncgotta;tcoKi4--Gompetitive negotiations involve informal 
discussion and bargaining to reach an agreement on the proposed purchase 
of ah item. It is usually used in situations Where high technology items 
are involved (for instance, data processing or communications systems) 
or when the purchase is for professional services. 

The main difference between the sealed bid and award process and 

competitive negotiation is that sealed bids are not used in thelatter^ 

Most other functions are the same^ however, the purchaser should^ prepare 
a list: of qualified bidders^ give public notice of the intended purchase; 
and solicit qualified bidders. A Request for Proposal (RFP) may be used 
instead of an IFB. It should include the description of the item, the 
evaluation criteria^ delivery dates, time frames , and any other necessary 
information. Usually price is not the major criterion for award, but 
all the above factors should be taken into consideration. 
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Lines of authority for review and approval of all purchases shoal d 
be established in your government. This process normally is designed 
according to the guidelines of state and local statutes. The process in- 
cludes the following functions: 

li.EsTABLlSB LINES OF AUTHORITY AND PROCESSES FOR 
FINAL APPROVAL OF PURCHASES ; 

^ _ 2i Knob and understand the responsibilities of 

THE PURCHASING AGENT 

3i_ Establish procedures to protect against malfeasance 
of government employees 

^. Incorporate purchasing considerations into 
management decisions 



li Establish lines of authority and processes for final 
approval of purchases 

The approval process in public purchasing normally is established 
through the guidelines of state and local statutes. 

*To refresh your memory, refer how to your state and local statute 
books and list those regulations referring to approval in public purchasing. 

Statute 

Description 

Statute 

Description _ _ _ 

Statute - 

Description - - 

the usual process goes something like this^ After bids are received, 
tabulated, and evaluated the lowest and best bid should be submitted to 
you. Your responsibility for evaluation includes checkingthe bid's 
accuracy J legal ity* and price appropriateness (and more detailed factors 
if your time permits). If you decide to approve the bid, send it back 
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tQ purchasing. If you do not want to ajDproye it, explain why (in writing 
if possible) to the purchasing agent and Instruct him to either (a) choose 
another bid, (b) deny the purchase entirely^ or (c) solicit bids again. 

2. Know and understand the responsisilities of the purchasins 

AGENT 

Public purchasing* as a business activity, requires the knowledge 
and training of a good purchasing specialist. This specialist^as the 
head of the purchasing department* should conduct all negotiations 
affecting purchases, from specification writing to deliveries. Such is 
his responsibility. 

Your responsibility, as an approval person for bids, is to unders^ 
the duties of the purchasing agent, comprehend the constraints to which 
he is subject* and be able to help him with his problems. 

This manual will help you to understand your purchasing agent's 
functions. If you need to know any of his functions that aren't covered 
in this manual you should seek out this knowledge on your own. 

Following is a list of activities that should be included in the 
total purchasing cycle, along with the name of the_person(s) who should 
be responsible for each. As you go through each activity, determine if 
it could work successfully in your purchasing program. 

1. User department prepares three copies of purchase requisition, 
keeps one copy for file, and sends two to purchasing. 

2. Purchasing checks the requisition to see if it is accurate. If 
not accurate, both copies are sent back to user department. 

3. If accurate, purchasing checks to see if funds are available. 
If not available, copies are sent back to user department. 

Mote: Accounting, or a budget division, can also determine the 
availability of funds: If a budget is in use, it will be referred to in 
order to see if the purchase is budgeted. 

4. If funds are available, purchasing keeps one copy of^the 
requisition for file, sends one copy to accounting, and determines 
whether regulations require bids to be solicited. 

5. If bids are not required, price quotations are obtained by _ 
phone, written inquiry, or from catalogs, and a purchase order is prepared. 

6. If bids are required, bid quotations are requested. 

7. Bids are received arid tabulated, and the lowest and best bid 
is submitted to the commission or council for approval. 

8. The commission or council evaluates the recommended bidder and 
decides whether to approve. If not approved, either (a) another bid is 
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approved^ (b) no bids are accepted and the purchase denied, or (c) pur- 
chasing is instructed to solicit bids again. 

9. If bid is approved, purchasing prepares purchase order. 

10.. Purchasing keeps one copy of purchase order for file, and sends two 
copies to selected vendor, one to user department, and one to accounting. 

11. Vendor supplies ordered goods or services, and submits an invoice 
along with one copy of purchase order, keeping the other copy for file. 

12. The user department and purchasing inspect the goods to see if 
specifications have been met. If they hav« not been met, goods are sent 
back to the vendor, or he is otherwise directed to comply with the order. 

13. If specifications are met, receiving report is prepared in triplicate 
by user department, one copy Is kept for file, and two are sent to 
purchasing. 

14. Purchasing verifies that receiving report and purchase order coincide, 
keeps one copy for file, and sends a copy to accounting. 



15. Accounting verifies that purchase order, invoice, and receiving 
report coincide* and pays the bill.^ 

*Activity #8_is an approval function and, according to what has been 



said^ is completely your responsibility. But, can you think of other areas 
in the purchasing organization where, not you, but the purchasing agent, 
has approval responsibility? 
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Areas in which purchasing agents must have the final approval are: 

1. Setting up fiscal control procedures 

2. Implementing requirements under federal grants 
3- Maintaining the bidders list 



3. =_ESTABtlSB PRQCEDURES TO PROTECT AGAINST MALFEASANCE OF 
GOVERNMENT EMPLOYEES 

Malfeasance (as we all know) is ml^cohduct by a.pubtic oiildaZ. 
Such misconduct in publ ic purchasing can include conflicts of interest, 
briberv and kickbacks, and not following statutory reqUi rf-ments . ^ We 
will deal_with each type of misconduct separately^ stating what it is 
andhow it should be handled- Remember, any involvement with such mis- 
conduct should be covered in specific statutes or by detailed regulations. 
If such do not exist in your government, help establish themi 



Cartflicts of interest 

A conflict of interest is when one of the parties involved in a _ 
contract holds a personal interest in its making. We must presume that 
a contract could not be awarded objectively if someone involved has self- 
interest in it, so in all such cases ^ the contract must be determined void. 

Is: "cohflictiof interest" defined anywhere in your government's laws 
or regulations? It should be! If the conditions under which a conflict 
of interest should be declared are not well established in writing, then 
how can they be properly prevented? 

The following are the types of things that should be labeled as 
being a conflict of interest: 

1. Conducting an outside business and signing a contract with your 
own agency or another government agency involving the business. 

2. Being an agent, partner, board member, officer, or employee 
of a corporation while acting as a legislator, _non«civi1-emp]oyee or 

a purchasing employee. (Spouses of these employees should also be under 
these prohibitions.) 

Protection in this area_is absolutely necessary; since conflicts of 
interest can destroy theintegrlty of the purchasing process. Every 
contract must be thoroughly examined by both you and by the purchasing 
agent to determine if a conflict of interest is present. Evzn.y coiWtxicX 
uivotvlng a coniUct_oijlvdQ^2^t should Be BzcZahtd void. If the govern- 
iTient has already lost money because of the contract , the public employee 
should be charged a penalty of the amount of his profit plus the amount 
the government lost. 
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other penal ties that some local goyernmen 
damages of three times the 2oss to the government; criminal penalties of 
a minor_felony; jremoval from office; and/or a permanent bar from holding 
office or employment with the government. 

Remember that even if a contract ihyolying a conflict of interest 
might be inost advantageous for the government, it is still not right. 
It mu^i be declared void. A contract should also be declared void even 
if the public official who holds the interest disqualifies himself. 
Disqualifying himself from acting on the contract does not mean he cannot 
influence other persons* actions on it. 



Kickbacks and bribes 

Kickbacks arid bribes can be defined as promises, obi igatibns^ eon- 
tracts for future reward, gratuities, contributions, loans, reward re- 
bates, gifts, money, or any other things of value. 

It should be presumed that when ari interested party makes any gift 
to purchasing persorinel , the gift is made and received for the purpose 
of influencing purchasing decisions. This also holds true for any other 
person who is involved in the purchasing process. 

Acid oi Qiviiig and/oJ^ acctpiZhg 6om^t1%lng oi vaZuz io Ih^Zuznce, d 
CrOYii/iacZ waJid ^hoaZd be c/ujn^noJi qHqMU wheXheA the exchahgt >U in-_ 
tthded oK noZ^ and Zhz cohZn^ lnlJ^tnctd_^houZd be dtcZoAed void. The 
goverriment officials who are irivolved should be held firiaricially liable 
for any losses to the gdverrimerit because of the bad contract. In many 
local governments, government officials and employees who can influence 
awards are bonded so the government can recover from any financial damage 
if they should accept a bribe or kickback. 



Again, any contract involving a bribe or kickback should be declared 
void, and the government should also be released from any other current 
or future financial obi igatigns to the firm^ However, if the firm can 
prove that the agent who initiated the kick 

on his own, without management being involved, then the firm should be 
allowed to continue its business with the government. 



Ig^rio ri n g sia tutoxy— r equ ixemen ts 

If a using agency or even your purchasing agent ignores the pur- 
chasing laws and/or rules, the situation may not seem to be as bad as 
a case of bribery or conflict of interest. So when such unlawful 
practices are discovered, they are sometimes not punished and the problem 
repeats itself. And if this occurs, the integrity of the system may be 
jeopardized. 

Examples of ignoring statutory requirements are purchasing agents 
or using agencies brderirig an item without gbirig through the proper 
channels, making emergency purchases in ribri-emergency situatibns, or 
making many individual petty-cash purchases in the place of one large 
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purchase under competitive bidaing; If they should^ make a conistant prac- 
tice of such activities without being reprimanded, your total purchasing 
system is threatened, 

If an illegal purchase is discovered before payment^ payment should 
be stopped and the person responsible should be given a firm warning. 
If the illegal purchase is not_discovered until after payment has been 
made, astrong reprimand from the legislature, board, or chief executive 
is in order. This will not solve the immediate problem, but it will 
likely prevent it from happening again. 



4. Incorporate purchasing considerations into management 
decisions 



The daily decisions that you make as a locally elected or chief 

administrative official sometimes seem totally unrelated. As you know, 
however, most decisions do overlap and are interrelated.. Thus your 
general management decisions may affect the purchasing functibri. 

Almost every decision, in fact, made by state and local governments 
affects purchasing and materials management and conversely, the activities 
of purchasing affect many management decisions. It would bewise therefore, 
that purchasing participate in the early stages of management planning. 
Purchasing can, for example^ forecast costs of specific programs as they 
relate to services and materials. Purchasing can_also_ contribute useful 
information on market cdhditidns^ materials availability, and technological 
advancements. In addition^ purchasing can be asked to help in facilities 
planning, forecasting needs for operating supplies, furniture and fixtures, 
fuel equipment, machinery* etc. 

Purchasing can also bmzilt frorri being involved in the_management 
level planning process. Its involvement, can provide information about 
government decisions and trends. Long-range plans can be translated into 
future requirements, work loads can be scheduled, and attention can be 
given to strategies best for future market conditions. 

*Cah you name a management activity, other than the ones mentioned 
above that would benefit the purchasing agent (as well as management) to be 
involved? Explain how the activity would benefit both you and the purchas- 
ing agent. 
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The approval process is for the purpose of making final awards on 
any transactions where there are significant dollar amounts. There is 
no question that a local government needs to have^^^a 
lines of authority for review and approval of purchases. This does not 

mean, however, that the approving authority needs to have first hand 

involvement in award, but only that ^houtd hava moyiiioAlng on, aadbUbing 
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FOOTNOTES 

^ Purehasirig for Local Governments , Institute of Government, The University 
of Georgia, p, 14-15. 
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CHAPTER IV: INSPECTION AND TESTING PROCEDURES 



Inspection and testing is examining items eritieally to determine 
whether they have been received in proper quantity and condition and 
conform to agreed specifications. Until it is assured through an 
inspection program that satisfactory delivery has been made on an item, 
the purchasing process is not complete. 

There are various ways of handlingan irispection_and testing program. 
In most purchasing departments, irispeetiori is basically the responsibility 
of the individual buyer who placed the order. 

M an appkovaZ pc/uoh, yoa havt no h.tf^pon^ibiZiXA,QM thz oazcl ol 
^n^pzcJUon and t^^^tlng^ It is good for you to know, hdweyeri what the 
responsibilities are of the purchasing agent in a central ized purchasing 
system^ The total inspection and testing program can be divided into 
the following responsibilities: 

1. Organizing the inspection program 

2. Publishing an inspection manual 

3. Establishing conditions and written procedures for inspection 

4. Coordinating testing of similar items and sharing test results 

A centralized inspection staff is probably the most effective method 
of inspecting items, but is not usually the most efficient in a small 
government. In such governmental settings inspection functions should 
be given to the smaller units of government with central purchasing making 
spot checks 1n unusual circumstances, 

*Who1n your governmental unit is responsible for inspection and 
testing of items received? 



*If you presently do not have an inspection and testing program, 
do you think such a program would benefit your purchasing program? 
Yes No 

Why or why not? . 
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CHAPTER V: SURPLUS ITEMS DISPOSITION 



Surplus items are those that exceed present and near future needs, 
but are still useful. Surplus can result from: 

1. The decrease in use of an item 

2. An item being replaced by a newer one 

3. A program being replaced or discontinued 

Ah effective program of disposing of surplus items depends_ upon 

being able to identify what 1s surplus and what Is scrap material. This 
Is usually done through ah inventory process controlled by central __ 
purchasing. Again ^ the t^yU/ioZ pmch(ulng cmthon^ ihvwtd pdzt complztz 
Ji^poMlbiJUXy ioA IdzyUXi^lng iuTipZas and ^tabix^hlng mzihq3& iok li^ 
disposition. You* as an approval person, need only to know the basic 
alternatives in the process. Once an item is labeled surplus, there are 
three ways to dispose of it: tn.omiwu.nQ, tJiadA^ng it tn^ o^^^^^ 
The method chosen depends on whether it is surplus or scrap, and whether 
or not it is needed by other agencies. 
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CHAPTER VI: WAREHOUSING 



Warehousing is an extension of surplus items disposition. It is 
actually inventory control ^^i^ geographic location, and it has 

the potential of cutting overhead costs , m^^ material s avai1ab1e 

when needed, and reducing complaints from using departments or services. 

The total warehousing process includes two basic functions: 

1. Receiving, storing, and disbursirrg /lepe^tc^ue ttie A^m6 

2. Receiving, storing, and disbursing 6uApJ^MS ^cARp 

but thepercentageof those now usingwarehousing should definitely be 
increased. _ Any jurisdiction with a population of 50^000 or more and 
responsible for operating its own electrical^ watery and sewer facilities 
would experiencesayings of many kinds by using a warehousing system. 
Without the named utilities, 100,000 would probably be the population 
criterion; with one or two of the utilities, 75,000 Wuuld be the criterion. 

if you do not presently have a warehousing system in your government's 
purchasing program, and you strongly believe that you should^ discuss the 
possibility with your purchasing agent. It is to the benefit of riot only 
the purchasing department, but even more so to all other departments in 
your government. 
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INVITATION TD BID 
Project #2139 



Date Issued: 



March 1 , 1977 



Vendor Parker and Sons, Architects 



Bid opening date: May 14* 1977 



Name and Second Street 
Address: texiogton, Kentucky 



Ldcatidh: Rddm_208 

First National Bank Building 

Jbnesville* Kentucky 



Time: 10:00 A.M. 



Phone: 6G6-252-4031 



Sealed bids must be received 
by this date. 



You are invited td bid on the following: 

Jdriesville Municipal Building-a fqur-stdry, thin-shell concrete, building, 
300 feet in diameter, including electrical work and plumbing 

Terms and cdnditiohs: 

1. Bids must be mailed or delivered to the Board of Commissioners, 



First National Bank Building, Box 2123, 4one svil1e, kentuc ky^-42 031 , 

2. Bids must be submitted in ink or on a typewriter and signed in ink;_they 
must be presented in a sealed envelope with the Bid- number and Oate-of-openiJ^g 
written in the lower left-hand corner. 

3. Any company failing to respond to two co invitations or four 
courtesy responses may, at the discretion of the Board, be dropped from the 
bid 1 ist, 

4. All proposals must be on a -lump^^m- basis. Please quote your single best 
net price. Bids must be firm, containing no escalator clauses . 

5. Delivery date is October 1 , 1978. . 

6. Bid bond in the amount of five percent of the proposal must 

accompany each proposal . 

7. Any product delivered that does not meet specif icatidns as apprdved 
by the Board, or does not produce the effect required, shall be returned 
at the company's expense. And the company shall refund to the city any 
money which has been paid them for the product. 

8. The Board of Commissioners reserves the right td accept or reject any 
bid according to the best interests of Johesville. A bid may be awarded in 
part or whole according to the best interests of Jonesville. 
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GLOSSARY 



Acquisition program— Acquiring of materials by_purehases; should encompass 
planning and scheduling, designing Invitations for Bids, soliciting 
bids, receiving, opening, and bids, making awards, ex- 

pediting, and contract administration. 

Alternate bid— A bid submittedin knowing variance from the specifications. 
Such a bid is only acceptable when the variance is deemed to be im- 
material . 

Award— The presentation of a purchase agreement or contract to a bidder; 
the acceptance of a bid or proposal. 

Bid— The instrument by which a supplier presents item specifications 
and prices for a buyer. 

Bid and award process-The process of seeking out a product arid buying it. 

Bid-award file--A file that is divided into commodity arid item sectidris 
each of which contains listings of who was sol icited for iridividual 
bids, what each response was, and other iriformation. The bid-award 
file is used to compare past bids for award patterns that might 
reveal collusive agreements or to make other comparisons of data. 

Bid bond-^An insurance agreement In which a third party agrees to be 

liable to pay a certain amburit of money in the event that a specific 
bidder, if his bid is accepted* fails to sign the contract as bid. 

Bid deposit--A sum of money or check* deposited with and at the requesib 
of the government, iri order to guarantee that the bidder (depositor) 
will, if selected, sign the contract as bid. If the bidder does not 
sign the coritract, he forfeits the amount of the deposit. 

Bidders list--A 1 ist mairitained by the purchasing authority setting out 
the names arid addresses of suppliers of various goods andservices 
from whom bids* prdposals* and quotations can be solicited. 

Brand name specif icatiori--A specif Icatiori that cites a brand name, model 
number, or some other designation that_ Identifies a specific product 
as an example of the qua'*ty level desired. 

Budget data--Iriformatidri coritained in ari annual budget submitted by using 
agericies and approved by management. 

Geritral purchasirig authdrity— The administrative unit in a centralized 

purchasing system with the authority, responsibility, and control of 
purchasing activities. ^ ^ 
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GoUusion — A secret agreement or cooperation between two_or more persons 
to accomplish a fraudulent, deceitful , or unlawful purpose. 

eomrnodity--An art1cle_bf trade, _a movea of value, something that 

IS bought or_sold; any moveable or tangible thing that is produced or 
used as the subject of barter of sale. 

Commodity classification groupings--Sroupings, each representing a particular 
fuhctioh with which a group of products is commonly associated. 

Competitive bidd1hg--The offer of prices by individuals or firms competing 
for a contract, privilege, or right to supply specified services or 
merchandise. 

Gompetitive negotiatibh--A_ technique for purchasing goods and services, 
usually of a technical nature^ whereby qualified suppliers are 
solicited, negotiations are .carried on with each bidder, and the 
best offer (in terms of performance^ quality of items^ price, etc.) 
as Judged against proposal evaluation criteria, is accepted; negotiated 
award. 

Conditions of sale--A statement containing conditions of items and list 
of known defects for something to be sold; makes clear that 
responsibility for inspection rests upon buyer. 

Cost-savings arialysis--The process of evaluating the difference between 
spot purchasing and volume buying. 

Design specificatibns--A purchase specification delineating the essential 
characteristics that an item bid must possess to be consideriBd for 
award and so detailed as to describe how the product is to be man^- 
factured- 

bisposition--Acting to remove from the premises and control of a using 
agency goods that are surplus or scrap. Disposition can be accom- 
plished by transferring, selling, or destroying the goods- 
Emergency purchase--A purchase made^w purchasing 
procedure in order to obtain goods or services quickly to meet an 
emergency. 

EmolumenJ--The returns arising from office or employment usually in the 
form of compensation. 

Erroneous bid--A mi scaled! a tion^i composing a bid resulting in an in- 
correct price or other term which may affect the bidder's eligibility 
to be awarded the contract. 

Expedite--To hasten or to assure delivery of goods purchased in accordance 
with a time schedule, usually by contact by the purchaser with the 
vendor. 

Fixed price cdritract--A contract which provides for a firm price under 

which the contractor bears the full responsibility for profit or loss. 

IbS 
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Group classification systern--A system whereby supplies are grouped with 
stock numbers assigned to each group and to each iteni. 

Informal bid--An unsealed competitive offer conveyed by letter, telegram, 
telephone, or otlier me - ♦ 

Invitation for Bids— A reque* , verbal or written, which is made to . ^ 
prospective suppliers requesting the submission of a bid on commodities 
or services. 

Kickbacks--Acts of giving or accepting something of value to influence the 
award of a contract. 

Late bid or proposal--A bidor proposal which is received at the place 
designated in the Invitation for Bids after the hour established by 
the invitation as the time by which all bids or proposals must be 
received. 

Letter of complaint--Written procedure for serving complaints against 
suppl iers. 

Line item--A procurement item specified in the Invitation for Bids for 

which the bidder is asked to give individual pricing iriformatiori and 
which, under the terms of the invitation, is usually susceptible to 
a separate contract award* 

Lines of auth5rityr--In purchasing, the procedure for reviewing approval 
of Invitations for Bids within an agency-established through state 
and/or local statutes; 

List price--The published price for an item that a vendor uses for in- 
forming customers and potential customers. 

Malfeasanee--Miseonduct by a public official. 

Management information system--Reporting system showing items and 
quantities bought in the past. 

Market information files— The files on supply sources. 

Ori-hand inventory--Suppl ies in stock. 

Performance specif icatibhs--A :,pecification setting out performance re- 
quirements that have been determined to be necessary for the item 
involved to perform and last as required. 

Prequalificatibn of bidders--The screening of potential vendors in which 

a government considers such factors as financial capability, 

reputation, management^ etc. ^ in order to develop a list of bidders 
qualified to bid on government contracts. 

Procuremerit--The process of obtaining goods or services, including all 
activities from the preparation and processing of a requisition. 
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through receipt and approval of the final invoice for payments. 
The acts of preparing specifications, making the purchase, arid 
administering the contract are involved. 

Purchase order--A purchaser's docoment used to formalize a purchase 

transaction with a vendor. A purchase order, when given to a vendor, 
should contain statements as to the quantity, description, and 
price of the goods or services ordered; agreed terms as to payment ^ 
discouritSi date of performance, trarispbrtation terms and all other 
agreemerits pertinent to the purchase and its execution by the vendor. 
Acceptance of a purchase order constitutes a contract. 

Purchasing agent--An administrator whose job includes soliciting bids 
for purchases arid making awards of purchase cdritracts; buyer. 

Purchasirig official --The admiriistrative official who most directly over- 
sees the activities of purchasing agents arid those other aspects of 
property mariagemerit that. are joined as separate or subordinate 
sections urider individual administrative control. 

Purchasirig mariual--A formal collectidn of instructions relative to 
procedures to be followed by all parties when making use of 
or dealing with the purchasing department in procurement actions. 

Qualified bidder--A bidder determined by the government to meet minimum 
set standards of business competence, reputation, financial ability, 
and product quality for placement on the bidders list. 

Regional bidding--A bidding process whereby del iveries are made to widely 

scattered points or thereguirements are of a local nature. In 

such a process, the bidders list is divided into needing geographic 
regions. 

Request for proposal (RFP)--A request for a bid on commodities or services 
which is made to prospective buyers in competitive riegotiation. 

Rotational Bidding--Invitations to bidders which are sent but on a 
rotational basis; each bidder gets a bid over a period of time. 

Scheduled buying--A purchase for which a bid opening date is pre- 
scheduled so that using agencies* requirements for the peribd 
covered by the coritract can be gathered and combined for the 
Invitation for Bids. 

Sealed bid--A bid which has beeri submitted iri a sealed erivejbpe tb preyerit 
dissemination bf its contents before the deadline fbr the submission 
of all bids; usually required by the purchasing authority on major 
procurements to ensure fair competition ambng bidders. 

Single-source procurement--An award for a commodity which cari only be 
purchased from one supplier, usually because of its technological! 
specialized, or unique character. 
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Spot purchase--A one-time purchase made inthe open market out of 
necessity or to take advantage of a bargain price. 

Standard application form— A form that_includes financial standing and 
responsibilities, facilities for_production, distribution and 
service, and length of time successfully in business; used to pre- 
qual ify bidders. 

Standard specification--Aspecificat^ established through a standard- 
ization process to be used for all or most purchases of the item 
involved. 

Stock bin card— Card attached to bin which includes columns for receipts, 
issues, remaining balance, and date.. 

Surplus property--Ihventory not required by one using agency or any using 
agencies at the present time or in the foreseeable future. 

Tabulation of bids--The recording of bids and bidding data that was 
submitted in response to a specific invitation for the purpose 
of comparison, analysis, and record- keeping. 

Term contractihg--A technique in which a source or sources of supply are 
establ ished for a specified period of time^ usually characterized 
by ah estimated or definite minimum quantity* with the pdssibility 
of additional requirements beyond the minimum, all at a predetermined 
unit price. 



Testing— A phase of inspection involving the determinatidn by technical 
means of the physical and chemical jDrdperties of items or compounds 
thereof, requiring hot so much the element of personal judgement 
as the application of recognized and established scientific 
principles and procedures. 

Using agency— A unit of government that requisitions items through 
central purchasing. 

Vendor buying— Purchasing in large quantities in order to reduce the 
price per unit; volume purchasing. 

Want 11st--A list of what items using agencies need but cannot afford 
within their own budget. 

Warehousing--The process whereby repetitive use and surplus items are 
received, stored, and disbursed from a central geographic location. 
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APPReVAL MANUAL 
POST TEST 



The attached questibhs directly 

in the Approval Manual you have just 
question to the best of your ability 

You can check your answers with 



relate to the information contained 
completed- Please answer each 
by circling the correct answer. 

the answer sheet in the Appendix. 
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APPROVAL MANUAL EVALUATION QUESTIONS 



1. Centralized purchasing should be considered for your unit of 
government: 

a. If it is at all pql i ticallyahd fihahcially possible 

b. If you have more than 200^000 population 

c. If you have a city manager form of government 

d. None of the above 



2. In order that ydu> the "approval person" can help to establish the 
central purchasing authority, you must have a working knowledge of: 

a. Specification writing 

b. State and local purchasing laws 

c. Surplus property classification 
d- Contract types 

3- Which of the following factors should be considered in forming a 
centralized purchasing system: 

a. Communication 

b. Efficiency 

c- Effectiveness 

d. P of the above 

4, A bidders list is a list of suppliers who are: 
a; Possible bidders 

b. Bidders who have been awarded contracts 

c. Bidders prohibited from bidding 

d. All of the above 

5, Establishing a bidders list includes: 

a. Preparing specifications 

b, PreqUalifying bidders 

e. Receiving a bid from each bidder 
d. All of the above 

6, Maintaining a bidders list includes: 

a. Charigihg item categories 

b. ResoTyirig cdnfl icts between bidders 

c. Deleting bidders from it 

d. None of the above 

is 3 
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?• An activity that should be included in specification preparation is 



a. Establishing a central control pyerspecification preparation 

b. Choosing methods of testing to be used 

c. Establishing standard specifications for frequently purchased 
items 

d. All of the above 

8, The three basic types of specifications are: (Choose 3) 

a. Design 

b. Performance 

c. Brand name 

d. Single 

9, the best and most often required process of awarding contracts is: 

a. Formal sealed bids 

b. Single source purchases 

c. Emergency purchases 

d. Competitive negotiations 

10, Competition will be more or less insured in the formal sealed bid 
process if: 

a. A legal_notice is provided _ _ . 

b. The bidder *s list is used in a manner most favorable to 
competition 

c. Terms, conditions, and specifications of the IFB are Set out 

d. Al 1 of the above 



11, A "late bid" is one that is received: 



a. More than 24 hours later than the time designated for opening 
bids 

b. More than 2 weeks after the IFB has been issued 

c. After the time set for opening bids 

d. None of the above 



12. Bid bonding should be used: 

a. Oh all sealed bids 

b. When openness i$ desired 

c. When the reputation of the bidder is known to be bad 

d. When the reputation of the bidder is unknown 
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13. In deciding who will receive the contract award, the approval person 
should base his decision on: 

a. The suggestions of the purchasing agent 

b. Sound reasoning and written guidelines 

c. Political pridrities 

d. Alternate bids 

14. Emergency purchases should only be allowed: 

a. In duplicate purchasing 

b. Through permission of the central purchasing officer or someone 
in a higher position 

Through permission of the seller 
d. None of the above 

15. Single source purchases are made v/hen: 

a. When a certain seller is preferred by the purchasing agent 

b. When on1y_one department needs the item 

c. When there is only one acceptable vendor able to furnish the 
needed item 

d. All of the above 

16. Competitive negotiations are used when: 

a. Time is a crucial factor 

b. High technology items are involved 

c. The purchase is for professional services 

d. Al 1 of the above 

17. bines of authority for review and approval of all purchases are 
establ ished: 

a. Through the guidelines of state and local statutes 

b. By the purchasing agent 

c. By the legal authdrity in the government 

d. Through federal guidelines 

18. One area in the purchasing organization where the purchasing agent 
has final approval responsibility is: 

a. Awarding contracts 

b. Maintaining the bidders list 

c. Writing purchasing laws; 

d. Setting Mp the purchasing organization 
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19. Malfeasance includes: 

a. Conflicts of interest 

b. Bribery 

c. kickbacks 

d. All of the above 

20. A "conflict of interest" is: 

a. Oneof the parties involved in a contract holding a personal 

interest in its making 
b; A legislator acting as an agent for a corporation 
c; A government employee conducting an outside business and 

signing a contract with his own agency 
d; All of the above 

21. Any contract involving a bribe or kickback should be: 

a; Reprocessed 

b; Rejected 

c; Questioned 

d; None of the above 

22. The situation of a using agency ignoring purchasing rules: 

a. Is not as bad as a case of bribery or conflict of interest and 
should not generally be punished 

b. Should be reprimanded through the board or chief executive 

e. Is uhpreventable and should be dismissed 

d. Is worse than bribery or conflict of interest and should be 
punished accordingly 

23. As an apprbval person, you have no responsibilities in the areas of 

a. Inspection and testihg__ 

b. The bid and award process 

c. Surplus items disposition 

d. Both inspection and testing and surplus items disposition 

24. Surplus items can result from: 

a. Decrease in use of an item 

b. An item being replaced by a newer one 

c. A program being replaced or discontinued 

d. All of the above 

25. Warehousing is inventory control: 

a. In a central geographic location 
b; On the management level 

c. On the supplier level 

d. None of the above 
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APPROVAL ANSWERS TO EVALUATION QUESTONS 



Answers 
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ADVISdRY MANUAL 
PRETEST 



The attached questions directly relate to the information cbritained 
in the Advisory Manual which you will be studying. Please answer 
each question by checking the correct answer. 

You are not expected to know many of the answers at this time. It 
IS only asked that you consider each question carefully and answer to 
the best of your ability. 

Completing these questions will help you to determine your weaknesses 
and therefore to know those points oh whieh you heed to concentrate. You 
can find answers to these questions behind the Post Test in the Appendix. 
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1. Gheek which of the following items are most often required in 
procurement contracts, (eheck 5) 

Time of payment 

Bid bond 

Bidding requirements 

Use of patents 

pdcumehtatibri requi red 

Termination of contract 

^Damages on default 

2^ Check which of the following items are generally included in the 
statement of work for a procurement contract. (Check 4) 

Specification of the tasks, materials and/or services to be 

procured 

Method of payment 

^Delivery schedule 

^Statement of method used in contractor selection 

^List of appropriate contract sources 

Q uantities to be provided 

C heckpoints for accomplishment 

3. Check which of the following statements you believe is more 
app"* ! cable to a Statement of Work. 

A clear, comprehensi ve^ complete, and legally correct statement 

of the results to be achieved by contractors ensures that the 
objectives are attained. 

M an-hour estimates for each task by discipline and skill levels, 
coupled with prevailing labor rates, other direct costs that 
are believed to be necessary^ indi re costs and fees may be 
applied to derive an aggregate estimated total contract cost. 

4. Check the following igp^ of contracts which are applicable to 
procurement. (Check 4) 

Fixed price contract 

C ost reimbursement contract 

Time and materials and labor-hour contract 

^Indefinite delivery contract 

- Letter contract 
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5. Check the iom^ of contract most often used in procurement. (Check 3) 

^Purchase order 

Fixed price 

Letter contract 

Definitive or expressed contract 

6. Check the most common methods of selecting contractors. (Check 3) 

9. Noh-competitive negotiations 

^b. Political affiliation 

c. Geographic location 

d. Advertisement-sealed bids 

e. Competitive negotiations 

7. Which of the methods listed in Question 6 

^Qbtaihs the lowest, price? 

Obtains the fastest service? 

Is the easiest to defend if challenged? 

8. Indicate who has the responsibility for each of the following tasks: 
the attorney (A), the purchasing agent (P), or the manager (M). 

^Draf ti ng prpcurement contract cl auses 

Writing specifications 

Making final approval on contract awards 

^Choosing the contract form _ 

^Establishing and maintaining a bidders list 

9. Arrange the following steps of selecting a contractor in the order 
most effective. 

P repare a statement of work 

J)etermine kind_of specifications to be used 

J)raft Invitation to bid _ 

A scertain the dollar amount of the contract 

P lace advertisement in newspaper 

A ward contract 

O pen bids _ 
Prepare contract 

E xecute contract 

Receive bid bond 
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10. EhecR the actions necessary to establish a local centralized 
jDurchasing agency between a county arid the major city in the county, 
(Check 2) 

Insure enabling state legislation 

^Execute an iriterlocal agreement j 

pbtaiji approval by a state official 

^Have both the city and county enact an ordinance 

^Employ a director 

11. Check the dollar amount you believe to be the most appropriate 
threshold below which small purchases procedures apply. 

^onB 

^$500 

_$2,500 

^$5>0QQ 

^$10,000 



12. Which of the following items require documentation when competitive 
negotiation is used? (Check 4) 

Adequacy of competition 

Reasdnablerless of cost 

^Responsibleness of contractors 

Need for patented equipment 

Memorandum of negotiations 

^Existence of emergency 

13. Which is the most effective and appropriate method for resolving 
disputes between^ the contractor and the procuring authority? 

C ourt of law 

S pecial court for procurement contracts 

C ommercial arbitration 

D ecision by purchasing agent with review by court 
S pecial Arbitration Tribunal 



14. In your opinion, local procurement activities would benefit most 
from: (arrange in descending order of benefit) 

A uniform procurement code adopted by all states 

^ft_model code which states and localities within any state 

could use selectively 
No state restriction or requirements on localities 

Present state and local law 
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Introduction to 

rnc ADVISORY MANUAL 



This manual on the advisory function of public purchasing has been 

prepared because attorneys for cities, counties, and school boards are 

substantially relied_upon by purchasing agents and local officials for 
legal advice in the purchasing field. 

With state and local governments given more authority and respon- 
sibility in distributing federal funds, and technological advances 
resulting in purchases of highly complex equipment ^ materials, and 
systems, the legal aspects of purchasing have also increased. This is 
seen in the purchasing agent seeking more of his legal advisor's time 
and knowledge and the legal advisor advancing his own knowledge of 
the purchasing system. A lack of purchasing knowledge on the part of 
legal advisors results in undue problems for all concerned in purchasing 
programs. 

^Obvibusly, not all state and local governments have the same 
requirements and procedures governing purchasing. Differences exists 
for example, in requirements for public advertising solicitation 
techniques, and procedures for receiving, opening, and awarding bids. 

Every public purchasing agent should have sufficient knowledge 

of his governing laws in order to understand the legal relationships, 
between himself, ^the agency he serves^ and the general public with whom 
he deals. Mo^t ^po>Ubxntiy, he. ^houZd know how and vohe/iz to obicUn 
tzg(U giUdancz Be needs a legal advisor's guidance for accomplishing 
most tasks for which he is responsible. Information about assistance 
he will need is discussed in this package. 

The content of the package is designed to let you, as a legal 

advisor, select and use material appropriate to the heeds of your 
jurisdiction's purchasing prog^^^m. It is up to you how you use the 
information. 
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GHAPTFR I: CENTRALiZl^J i.^iiASING 



Behtralized purcHasing is how quite gefieira'ly recognized as a basic 
element to the overall operationsof goverrim^.r . "Central ized" does 
not necessarily mean full or_ complete consdlidatidrl of all purchasing 
requirements, but does entail a centralized system for allowing certain, 
departments or commodities to be under a separate purchasing jurisdiction. 

Ger^r^^ized purchasing is thought to be appropriate only_ to states 
and the l.n .ier units of local gdvernment. This is not so. Though very few 
smaller local governments have centralized purchasing, some would find it 
valuable to employ such ah approach to purchasing. 

The objectives of centralized purchasing in government are funda- 
mental tbany efficient administration* and are reflected in such objec- 
tives as lower unit costs* reduction in personnel and closer control over 
expenditures. 

Your responsibilities as a legal advisor to the purchasing authority 
for centralized purchasing are the following: 

1. Determine the procurement organization and process permitted 
ur required by state law for your jurisdiction 

2. Draft ordinancesandinterlocal agreements establishing 
appropriate procurement organization 

3. Advise local procurement authority on process and procedure 
required 

These responsibilities will be covered on the next several pages. 

Local conditions usually determine the provisions of ah authorizing 
central purchasing charter. These provisions should cover such areas 
as the title of the agency^ its place in the government structUrei and 
the scope of its powers and duties. State statutes usually pfdvide that 
the authority of central purchasing and its prdcedures be vested in the 
purchasing official. 6uch procedures may include methods of purchasing, 
delivering, storing, distributing, requisitioning, and establishing 
standards. 

*6o now to your itate statute books ahd cite the statutes that 
provide for or pertain to a local government's centralized purchasing 
authority. Describe each statute in one or two sentences. 
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statute 

Description 



Statute 



Description 



Though it is hot always possible to establish a completely central- 
ized purchasing system, consolidation of certain purchases of common-use 
Items for all departments may be a practical and economical policy. 

Most states regulate cLOunty goveAyment centralized purchasing 
through a special or general statute. Because of the vast population 
differences, it would be neither pract.'cal nor desirable for county 

purchasing requirements to be under the same regulations. _Since_a 

heavily populated urban county requires an elaborate purchasing system, 
and a rural county much less^ the general state statute should offer 
latitude to each county in adopting rules and regulations to meets its 
own needs. 

Detailed restrictidhs on centraltzed cuXg paAcfew>cwg should also 
be excluded from the state charter. State laws _cannot_adeguately com-^ 
pensate for population differences and shouldprovide for a broad range- 
bf operation so that each city can adapt appropriately. The city council 
can provide detailed policies, subject to revision as required by changing 
conditions. Again the local statute,_thpuqh_detailed, should only set 
out general guidelines. Operating methods and procedures should be 
established by the purchasing authority. 

IntQA-lotat joint agm(Uz& in most states_are regulated by state 
laws which are flexible in regard to purchasing practices and policies. 
This is usually necessary 1n order that management officials of the agency 
can develop their own policies in cooperation with the local authorities. 
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CHAPTER II: BID AND AWARD PROCESS 



The bid and award process of public purchasing includes all activities 
of seeking out a product and buying it. The activities for which the 
purchasing agent is responsible in the bid and award process are: 

1. Establishing and maintaining a Bidders list 

2. Preparing specifications 

3. Inviting, opening, receiving, and tabulating bids 

4. Evaluating and awarding bids 

5. Working with alternative procedures (to bid and award process) 



Your responsibilities as a legal advisor relate to all the above_ 
listed but especially to activities #3 and #4* For all the activities 
you must keep the purchasing agent informed of federal , state, and ^ 
local requirements. Re relies upon you for knowledge of all constitu-^^ 
tional and statutory authorities and limitations affecting his purchasing 
program. Specifically, he depends upon you to help him with the following 
functions: 



1. 


Reviewing specifications 


n 

JL 1 


Selecting a cdNTRACTdR 


3 = 


Choosing a type of contract 


i}. 


Drafting an appropriate contragt 


5. 


Drafting a statement of work 


6. 


Documenting purchases 


7. 


ESTABLISHiNG COOPERATIVE PROCUREMENT PROCEDURES 



1. Reviewing sPEeiFiCATioNs 

^'Specifications'* are the technical and descriptive requirements of 
a product and its intended use- __Specif ications should describe the 
essential qualities a product should have to meet the ^acceptable purchase 
requirements of the unit of government. These specifications are the 
cbmmuni cation media between the buyer and seller as wel i as the basis 
upon which bids are prepared. 
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In order that specifications are made suitable for obtaining the 
best value, they must contain the agp^ioj^AX?^ dzQ^^z oi Ao^in^ct^ 

A2^t^cttv^ ZYvqa^h requirements and wot ^oa^e^t^ 

to inhjbi^t competition. In other words, specif ideations for an item must 
meet minimum legal requirements, while not setting limits that would 
eliminate from competition those items that are actually eligible. 

A £ega£ 0'ei-^ea6ancLb£e_iieg-^ee Az6t^cXivzm6^ must be determined 
by disciisslons between you and the purchasing agent^ Jhe legal ye 
reasonable degree must be applied to the three necessary components of 
written specifications: 

1. Functions or tasks to be performed by the item (or service) 

2. Essential characteristics or design features of the item 

3. Appropriate standards and methods of testing to be used 

_ Each of these components will be discussed in more detail in 
Function 5: Drafting a Statement of Work. But it is important to note 
at this point that you and the purchasing agent should review each com- 
ponent of all sets of specifications to decide whether it meets the legal 
requirements of your local government, yet is not tod restrictive to 
hinder competition. 
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*Can you name the three necessary components of written specifications? 
1; 

2. 

3. 

ehefck your answers with the previous page. 

' in some local governments, department heads and/or consul tants_, 

not just the purchasing department^ prepare and maintain specifications* 
An increasing number of larger jurisdictions create specification com- 
mittees to review specifications and/or advise the purchasing agent. All 
local governments use itandoAd ^pecxlgica^oi^ published by t state 
purchasing department or by one of several federal agencies. 

In addition to advising the purchasing agent on the individual 
components of specifications writing, it is also your job to inform him 
of the types of specifications he is permitted to use. There are three 
main types of sjDecif Icatiohs commonly used: 

1. Mdnd nmz ^pzcLliicatLom cite a brand name, a model number or 
some other designation that identifies a specific product as an example 
of quality level desired. The use of brand name specifications should 
be as limited as possible. Though they are quick and easy to use, they 
tend to discourage competition and reduce chances of equal opportunity 
among bidders. 

2. VMlqn 6}jQ:czilcaX.iom detail the characteristics that the item 
to be purchased must possess. The use of design specifications is also 
limited because the full detailthey require is often too_ restrictive for 
obtaining actual performance needed. Such discourages full competition. 

3. PeAf^omancc 6p^ai!)Lc:a.tLom describe the capabilities the 
product must possess . These specifications are undoubtedly the most 
efficient for the greatest number of purchases and are most preferred 
in public purchasing today. 

Each of these types of specifications and others are legally per- 
mitted in certain situations in various typesof governments. Each has 
its advantages and limitations, and each should never be chosen to be 
used because it is the e(Uic6t method. A specification type always 
should be chosen for its t^izctivzn^^ . 

*Is any specification type disallowed in your government, either by 
state or local mandate? Yes No List and explain. 

1. - 



2. - 

3. - 
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2. Selecting a contractor 

A eontraetor usually is selected through one of the following means: 

a; CompetJLtcve 6eaZe,d biddUng 

b. Compttitivt ntQOtAMtcon 

c. Hon-zompttiiycvz mgotiaiion 

d. SmaZZ puAcha^o. phoztdtx/i^ 

Most state. and local government laws require that all purchases over 
a specified dollar amount be made whenever practical by compe^tt^ue_4ea££rf 
bidding. In this process, the purchaser goes through a series of steps to 
select the /'lowest responsible bidder" or "lowest and most advantageous 
bidder." He first provides legal notice of the potential purchase and 
sends out Invitations for Bids (IFB) to all qual if ied_bidders . The IFB 
contains purchase specifications, types of bids required, and details on 
receiving and opening the bids. The purchaser then receives, opens, and 
tabulates the bids at the designated place. He then awards the contract 
to the bidder who ^ not only satisfies the specifications set out in the 
IFB but also submits a bid lower in unit price, total cost of operation, 
or value per dollar than any other bidder whose reputation, past per- 
formance, and business and financial capabilities satisfy the purchaser's 
ne . Thus, he is called the "lowest responsible bidder" and awarded 
the contract. 

When it is determined in writing that sealed bidding is infeasible, 
contracts are usually permitted to be granted by compttaUvt negotiation. 
When time is a crucial factor, when the procurement involves high tech- 
nology items, or when the purchase is for professional services, compet- 
itive nenrtiation is usually permitted as the most effective method. 
Negotiation generally involves, fprma bargaining to reach an agreement 
on_price and other terms of a proposed contract. Most of the principles 
that apply to the sealed bid and award process also should be applied to 
competitive negotiation; for_1nstance a 1 ist of qual if i^^^ vendors should 
be prepared, public notice of the needed should be made, and 

qualified vendors should be solicited. Most importantly, competitive nego- 
tiation should be conducted in an impartial fashion and thus, be truly 
"competitive. " 

Non-cornpetitivz nego-tio^D^ or "sole source" purchases usually are 
permissable when it is determined in writing that competition fs not 
feasible, i.e., the product required_is either patented or only available 
from one source. Non-competitive negotiation is also ustid for emergency 
purchases. The use of this procurement method should be closely controlled 
by statute. 

SmaZZ puAcha^t pkoctdtx/t<^ are a form of non-competitive negotiations, 
hot they are under the dol lar amount. required for formal sealed bids. 
The dollar amount of the purchase is usually not sufficient to justify 
the administrative expense required by competitive procurement procedures. 
This dollar amount is usually set at about $2,500. 
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Some local gdvernment statutes and/or state laws demand _ that non- 
competitive negotiations and small purchase contracts be subject to 
the following stipulations: 

1. An annual report made on all noh-competitive procurements 

2. Contractors' certifying the cost or pricing data used in 
arriving at a contract price 

3. Contractors' a, >ding the government access to their records 
arid plans 

Any negotiation type procurement should be Justified and have pUced 
in its contract file a documentation of the basis of the award to the 
contractor. 

*Now, see if you can name the four methods usually allowed for 
contractor Selection in a local government: 



2. 
3. 
4. 



(Check back to page 1 1. 4. 7 for answers.) 
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*Are these four methods allowed in ybtir unit of government? Under 
what conditions? (Refer to your statute books, if necessary.) 

1. Comp^Zitivt / ed bidding 

Allowed? Yes No Under what conditions? 



2. CompeZiZtve mgotlaZton 
Allowed? Yes No Under what conditions? 



3. Slcn-compe.tLtLvz mgotiation 
Allowed? Yes No Under what conditions? 



4. Smatl puAchciSz pn,oc.2:diL\2^ 
Allowed? Yes _____ No Under what conditions? - 



*Are any other particular ty^'^s of purchases prohibited by your 
state or local statutes? List and describe. 



1 



2. 



Not only are youresponsible for directing the purchasing agent as 
to the cond^xom tander which he is required to make a certain typz of 
purchase but also as to the £ega£j^eqa^tcmen;t6 in making that particular 
type of purchase._ This nay include, as stated on page !I.4;1D, giving 
adequate public notice of the Invitation for Bia, opening bids publicly, 
and/or awarding the contract by public notice. These restrictions will 
vary from one governmental unit to another, and from one type of bid 
to another- 
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For instance, in_a sealed bid purchase , the purchaser is often mandated 
to go th'-'ough the following processes: 

1. Give adequate public notice of the Invitation for Bids (IFB) 

2. Open bids publicly at the time and place stated in the IFB 

3. Award the contract by written notice 



if , tHQOSIMG A TYPE OF CONTRACT 

Not only is a local government restricted as to the types of purchases 
it can make under certain conditions, but it is Usually required to use 
particular contracts for each different purchase situation. If statutes 
and/or ordinances do not set oat gtii'delines fOr contract selection, : 
is your responsibility to do such for the purchasing agent. A memor. : ; ^ 
to provide for justification of the type of contract selected (along w^r!, 
the method of procurement chosen) should be placed in the procurement file. 

In the past, the most commonly used purchase contract was the fixed- 
price contract; it allowed for fair and reasonable fixed terms following 
open competitive bidding. Roweve)-, a variety of contract types have evolved 
in recent years following closely with the evaluation of different pur- 
chasing arrangements. The more complex and less definite requirements of 
some of today's transactions (provided through use of negotiation tech- 
niques) demand greater flexibility than is possible under a fixed-price 
contract. 

Contracts are generally classified according to (1) the Jo/tm they 
take,, and (2) the pn^cing teJim they include. Contrs-t {^omi fall into 
three cateqories: 

1. The letter contract--a preliminary contractual instrument 

2. Tile definit'-'e coritract--contract terms and conditions are 
ag- eed upon and expressed in full 

3. The purchase Order— a simplified, rapid means of purchasing 
small quantities of standard materials 

these contract forms are covered in more detail in function #4: 
"Drafting a contract." Contract forms are in turn, classified by ty^:^' 
or the pricing provisions they contain and other factors. Proper 
selection of the contract type is of prime importance in obtaining 
and reasonable prices for the buyer and the contractor. 

The most commonly Used typzA of purchasing contracts are: 

1; Fixed price contracts 

2. Cost-reimbursement type contracts 
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3. Time and materials and labor-hour contracts 

4. Indefinite delivery type contracts 

1 >- — J^lxed -price xon tracts. This type of contract . agreement by the 
contractor to produce an item or perform a service lor a price that is 
either specified in the contract or calculated iri its terms. The flxed^ 
price contract usually is used with a sealed bid or negotiated procurement 
and preferably conducted in a competitive environment. There are basically 
three kinds of fixed-price contracts. 

a. Firm fixed-price contracts. This type of_contract is absolutely 
not subject to adjustment because of perfonnance_cost$^_ Regardless of 
his costs, the contractor collects the_agreed-upon price for acceptable 
performance; He receives the maximum reward for_efficient performance 
and a possibility of maximum loss for inefficiency. The firm fixed- 
price contract is_especially suitable for; ^tandoAd commoAicaJL paAvJia&ez, 

abiy dz^yL^tcie,, and con^ikaciion, 

b^ Fixed-price contracts with escalation, iihm ifte dzJbivmij oA 
peAi^omancz schzduZt ojf a iixti.d-pnJLcz conpLact zKtmd^ oveA rr, tong 
pt^od Oi^ tanz, contractors may want to protect themselves from unusual 
risks by listing a number of eireumst'^^ces under which their prices may 
be adjusted; This contract is used ttr purchases directly affected by 
industry-wide wage rates. 

e. Fixed- price irt^ntive contracts; This type of contract provides 
for the establlsVimerit of the final contract price by the application of 
an agreed-upon formula relating profit to total actual contract costs. 
It motivates the contractor to increase his efficiency and reduce his 
costs while producing the best possible item. It is best used it? 
^^aaiioiU -inua£u^ng Aoa^^^c-? ;\ "etopmefi^ vooAk 6ach <U modi^ZcjOuUc,L& to 
zxyUting haAdn'oAz and ger^-^^'^r'v for large amounts extending over long 
periods of time. 

As you can see* all fixed price co.itracts limit the price for the 
total effort undertaken^ each kind allocating the element of risk anr' 
incentive in a different manner. 
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*For each of the fonowing itemsi state type of fixed price contract 
(firm fixed-price^ fixed-price with escalatidrii or fixed-price incentive) 
that should be U$e<3 in its purchase (assuming it is purchased under 
sufficient competitive procedures). 

Item type of fixed-price contract 

1. Five police cars immediate delivery 

2. Meat products for school cafeteria 

on a one year contract basis 

3. _ Construction of new municipal 

buil ding 

4. Computer system maintanance 

and development 

5. Police and fire forces uniforms 

on a one year contract basis 
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Ansv^rs are: 

1. Police cars—^^iAm ^Jixzd-phAxiz 

2. Meat prdddcts--^^xe3'p-^i;ce volih zJtiOJiijOiJxoyL 

3. Bdnstrtiction — ^AJon ^ixzd-pklcz 

4; Gomputer maintenance — ^^xeS- piece Juaczntivz 

5; Uni forms --|J^xed-p>itce voith 2>tcaJicubion 

2. Cost reimborsement type contracts. This type of contract provides 
for payment to the contractor allowable costs incurred in the performance 
of the contract, to the extent prescribed in the contract. It does 
establish an estimate of total cost for the purpose of obligating funds 
as well as a ceiling which the contractor may hot exceed (except at his 
own cost) without prior approval from the buyer. 

The cost-reimbursement type contract should be used only in a 
ebmpetitive environment when uncertainties are involved to such an 
extent that cost of performance cannot be reasonably estimated. In 
using this type of contract, it must be pre-established that the con- 
tractor's cost accounting system is udequate and that the btiyirig personnel 
will conduct appropriate surveillance of the contractor's performance to 
insure wasteful methods are not being used. 

There are four basic kinds of cost reimbursement type contracts: 

a. Cost contracts. The contractor: receives no fees, but the buyer 
agrees to reimburse the eont*"^c:tor for allowable costs as governed by 
applicable state and loc- 

b. Cdst-plUs-f ixv -;ritracts. A fixed fee is negotiated and 
does riot vary with th^ ar. -dst, but may be adjusted ais a result of 
changes in work or services ..o be performed. ThZ6 aoht/Lact appKopnAXutz 
u}htn thoXz Z6 lmulllcLlz.Yit co6t datd upon lOPilck to ba6Z a Itxtd- p>uict 
cont/iAct. Because the fixed fee does not vary in relatldn to the 
contractor's ability to control costs* the cost-Llus-fixed-fee contract 
provides the contractor with drily a miriimum iricentive for cdst ccntrol . 

c. Cdst-plus-iriceritive-fee cc tract, this cdntract provides for 
reimbgrsemerit df the cdritractdr's allowable cdsts. A target cdst* a 
target fee* a miriimum arid maximum fee and a fee adjustmerit fdritiula are 
set fdrth iri the contract. The target cost is the best estimate of the 
cost df cdmpleting the work. If the cdritractdr's actual costs are less 
thari the target cost* he receives a larger fee thari the target fee (based 
ori fee fdrmula). If his cdSts are greater than the target costs, his 
target fee is adjusted downward. 

d. Cdst-pl US-award-fee cdntract. Agairi a minimum arid maximum fee 
is set betweeri which the cdritractdr receives a return based updri the 
level of performance achieved. In this type of contruCt, the contractor's 
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performance is evaluated periodically and the fee adjusted aceordirigly. 

f:'^^ogJtommJjig, and e.ngln^tnXng . 

ilo*^«r rirovisidns may be added to the above contracts in order to 

"j : nc'W dllnehsidns. Such provisions may include 1 imi tation-of-cost 

o- d Hr "1 over nrsad *^ate. 

*^fMiTie cj- c tiifferent cos?: -reimbursement type contracts and describe 
a signif^can:: -actor of each. 

1. ^ 



2. 



3. 



Review the previous pages to check your answers. 

a^^Tg^and materials and labor-hour contracts. A time and material s 

contract is for the purchase of supplies or services on the basis of 

payment for labor performed, and for materials at cost, __The hourly rate 

is fixed and includes direct arid indirect labor, overhead, and profit. 

For the most part this type of contract is used for repair, mairitenanee- 

6r overhaul work, or for emergency work requiring commercial contractors. 

ii^ iuz should 5e UmJUtQ,d to lyutance^ loheAt iZ U dJ^Ulcutt to 

ikz zxizwt. OK duAotioYi oi m/ik ok to ayvUdpcutz co6tA with any dzQKtz oi 

accuJtacy. 
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In this type of contract. Strict contractor surveillance is necessary 
to ensure that performance by the contractor is not wasteful. The Vabpr- 
hbur ebntraet is the same as the time and materials contract, except that 
the contractor does not provide materials. 

4; Indefinite delivery type contracts . When the exact time of delivery 
is nbt fenov/n at the time of contracting one of the following indefinite 
delivery type contracts can be used: 

a. Definite quantity control. This contract is used for a spec- 
ified quantity of supplies or extent of service to be provided at 
designated locations on order. The contract unit should be established 
at a fixed price. 

b. Requirements contract.. This type contract is used when the 
quantityof supplies or extent of service can only be estimated. The 
buyer bbl i gated. himself to place orders with a contractor whose prices 
and terms of delivery have. been establ i shed to be the best offer, AH 
requirements fbr a particular item or service must be filled during the 
life of the contract for the brderihg activities shown in the contract. 
PsZqvuAmtwt aontAact^ oAz Med Ion, commoJiCAMZ on. modli^zd cormeAclaZ 
items iokich havt a Atciuvhing dmand. 

c. Indefinite quantity contract. In this contract, quantities of 
supplies or services are not stated, except within limits. The buyer 
only guarantees that he will purchase an agreed minimum quantity during _ 
the contract period. There is only a stated maximum quantity that cannot 
be exceeded. This type contract is used for the same categories of items 
as the previous two types of indefinite delivery contracts. 

There are many different types of contracts available to coyer the 
broad spectrum of contracting operation. Therange is great, ar fording 
procurement drgdni.?:ations flexibjl i ty to fi t the appropriate type con^ 
tract with the nature of the itern(s) purchased^ The contract selected 
fr^r each purchase should be of any type (or combination of types) that 
promotes the nest interests of the government. 

Specifically, to make an intelligent decision as to the most appro- 
priate type contract for each procurement, the following five factors 
are cf p^^ime con<ic^^*^ation : 

1. The j;Xtent to which it is possible to estimate costs in advance 

2. The extent of competition used 

3. The type and complexity of the purchase 

4. The urgency rMe purchase 

5. The period of contract performance 

Additional factors, H'hich were covered under the individual contract 
descriptions, also are important to consider. Generally, the ^^xerf-p^cerf 
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aonmict probably is the most desirable type of ebritracti since require- 
merits are clearly defined and the most fair and reasonable prices are 
offered to the government. On the other hand, the co4*-p^a6-g4^xerf-gee 
coyOAacZ Should be used only when absolutely necessary, since It offers 
cbhtractdrs little incentive to reduce costs or improve performance. 
The various ^nceniive-^t/pe cqni^ac^ are between the two extremes and 
were developed to attain purchase flexibility. 

*Name three of the five factors to consider in choosing the most 
appropriate contract for a specific purchase. 

1. 



2. 



3. 



Refer to the previous page fo^^ your answers. 



^. Drafting a contract 

Drafting a contract calls for: 

a. Choosing the correct contract form 

b. Including appropriate provisions in the contract 
a , C&oosihg the correct co ntract form 

Knowing how to draft a contract has a direct bearing on tho cvLPtual 
cost of purchasing. In the last section we saw how the use of £ certain 
type of contract in the wrong situation can only have harmful cons^-qaances. 
The use of the wrong of contract also can cause waste or allow abuse. 

Contract forms fall into three basic categories: T/ie dejj^wx^pe 
co^xtAdct, ifie puAchcLS^ oKdaA, and tiit leJXoA conJtAdcZ. 

U T/ie cie^iKLcttye coKitaact. Thi^ contract is one in which all terms 
and conditions are agreed upon and expressed in ful 1 . _It can be used 
only when there is sufficient time for negotiation. It does provide 
for the most precise terms^ and the most agreeable conditions for both 
the buyer and contractor. 

2. Thz puAaha6Z o^deA. This is a simplified form_of a definitive 
contract that normally contains pre-printed contractual provisions^ It^ 
is used when supplies or services are bought on a fixed-price basis, and 
the price does not exceed a certain dollar amount (for instance, $2,500). 
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3; : Tifie £etteA cofii'^act. _ This is a Written jDrel imiriary contract which 
authorizes irrri : manufacture of supjDlies or performance of services i 
iheluding pla It is intended to get the contractor startisd without 

delay, as in v .^e of emergencies. This form of contract occasidriel ly 
serves to initiate production of critical supplies arid purchases when 
administrative delays or negotiation imjDasses are present- 
Safeguards usually have to be established to prevent bver-deperidence 
on letter cbritracts. One safeguard, for irii'^ancei would be that the 
letter contract must be replaceti i>y a j'^'^'nitive cdritract within a 
certain riumber of days. Stil l the , ^^r'trd' tor already has the business 
arid the buyer is at a disadvantage because riegotiation of the definitive 
cdritract is limited td coverage of the letter contract. To prevent this, 
the letter cdntract should contain agreement: 

a. That the contractor will begin work immediately 

b. That certain definitive contract clauses will be acknowledged 

c. That the contractor will keep under the monetary limit set 
in the letter contract 

d. That the contractor will eriter into negotiations„i^ 

to arrive at a fair definitive contractural arrangement with the buyer 

Since a letter contract generally is looked upon with disfavor, its 
use must be justified by the buyer in writing and placed in the appro- 
priate files. 




PCPLG 



*Name the three basic contract ^onm arid describe each briefly. 

1. 



2. 



3. 



Refer to the previous page to check your answers. 

locluding appropriate provisioris in the contract 

_ eontraetaal provisioris must prbvlue riot only for a sound and com- 
plete agreement, but allow for adrainistrativei contractual * or legal 
remedies in case the cr-traetor violates or breaches contract terms. 
Minimum provisions should include: {/) peAiJoAmance anrf pat/men^ 
(2) coniAaci boncUi, 13) contAact teAmlnaXlon, [4] d^aulZ, [5] patzwU 
and copyright, (6) aec u to ccnvtAactoA* 6 AZdond^, and (7) 6^;tttm^nt oi 

1. V^lQmar.iA. md paymznt. Conditions and terms should be set 
out for specifics of .*ow the vvork should be performed and how payments 
are to be made. 

Complieatedor Involved contracts usuallyprpyide a Statement of 
Work as a special section of the contractto describe in precise terms:: 
the tasks i materials^ and/or services to be procured in order to fulfill 
a requirement. The Statement of Mork_will ordinarily include specifications 
as well as a time schedule for performance. (In view of the importance 
of the Statement of Work, this document will be treated separately.) 

2. CoYit/ioLcZ bonds. Contract bonds can be broken down into two 
categories: general bid bonds, and performance and payment bonds. 

a General bid bonds- -in all contracts for construction or 
facility improvements over $100,000, a general bid bond is required. 
A sample contract provision for general bid bonds as suggested is in the 
Aj.. 'rndix. Exhibit I. 

b. PerfarmaflGa-and- payment bonds —contracts or facility improve- 
ments in excess of $100,000 are also required to provide a performance 
bond. LEAA's suggestion for performance and payment bonds can be found 
in the Appendix, Exhibit II. 

3- ConXAHcX Trnnlnca^on. All contracts iri excess of a set dollar 
amount contain suitable p/tou^-con^, condyitions, and m^hod^ ol zVicm- 
6tanae^ bzyond thz contAactoK*6 coniKol. LEAA provides an example for 
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cdst-:pl us-f ixed-fee contracts that covers. both convenience and default 
termination, that provision can be seen in the Appendix, Exhibit III. 

4. Vcf^autt, It is usually necessary to include a prdvisidh in 
the contract in the event that a tenriinatidii for default becoiries 
necessary. Again* LEAA provides such an example provision appropriate 
for inclusion in form fixed-price contracts. The provision can be used 
as an advance agreement in the event a termination for default becomes 
necessary during the period of contract performance. This provision 
is found in the Appendix, Exhibit IV. 

5 Patents _ and coptjhXciihts . All purchasing contracts should con- 
tain a notice that any discovery or invention that is developed as - 
result of the work performed under contract to an LEAA grantee or sut- 
grantee should be referred by the contractor* through the purchaser to 
LEAA. LEAA will then determine whether or not and where a patent or 
copyright application should be filed. The purchaser wil 1 , in turn, 
(by agreement o^ the contractor) have a royalty-freellcense on the 
product. Sama'^'i' L.i.ritract provisions reflecting the LEAA requirements 
for P-**^Mits, O.p.yrights, and Rights in Data are in the Appendix, Exhibit V 

. Acct^'S to cLcryi^^ Aeca^d6. The contractor should agree to 
give the purchaser the right to examine, audit , excerpt, and^^^ 
any records of the contractor that directly relate to the contract, 
LEAA suggests a provision listed in the Appendix, Exhibit VI. 

7. Se.ti:£c/ne»tt5 (:;^_^c5pufe^._ It is important that a method be 
provided for prompt action on clajms and disputes_arising under a_ 
procurement contract. Some contracts provide that the public procurement 
officer may make an initial decision subject to review by the courts, 
while other contracts provide for cCiV. ercial decision. The State of 
Pennsylvania established a permanent Board of Arbitration with original 
jurisdiction over contractual controversies and appeals to a specified 
court in the state capital. 

The American Bar Association Remedies ..o nittee for the Model 
Procurement Code states the problem: 

It is considered essential that, the jaroeuring 
Activity have_authbri ty to settle cdntractj con- 
troversies. This would avoid unnecessary liti- 
gation and often is essential for fair treatment 
of parties contracting with the State. 
. . . on the other hand, some safeguards are 
needed to assure fb^^ .no settlement authority 
is riot abused. 



The Model Proeuremen;. ■'n - 7-ises to recdnci ie these two goals 
by suggestin" the provisions i r^e^a jn the Appendix, Exhibit VII. 
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Name five of the seven provisions that should be included in 
every purchase contract. 

1. 



2. 



19:] 



ERIC 



The seven provisions that should be included in a procurement 
ebritract are: P^/iioymanc^ and paymznZ, cont/iacX bonds covvt/iact 
•te/unincution, .de^aatt,_ paXznt^ and cojgff/iiQht^^ ac^^ A^caA.d^, and 

SeXtZm^nts dcbpiit.e.s. Each of these provisions must be set out in 
every contract to which it applies. There is another provision even 
more important to include: _ the Staimm^^ 

importance of the statement of vvork provision, it will be discussed 
separately in the foTlovnng Section. 



5. Drafting a statement of work 

The statement of_work_ (SOM) is the single most important element 
of a contract, and subsequently, of the purchasing procedure. It is 
the statement that specifically describes the tasks to be accomplished 
by the contractor, the conditionsunder which the work is to be performed, 
and 9II goods and services to be supplied. The SGW has a direct in- 
fluence upon the quality of the contractor's performance and the nature 
of results obtained^ If the SOW is deficient, the complete project may 
be a failure or contract price and administrative costs may be greatly 
increased. 

The mainobjective of the SOW is to insure that the products 
purchased meet the required specifications. This can be accomplished 
by including the following information in the SGW: 

a. Clearly state the work required of the contractor 

b. Set reasonable pricing limits 
e. Identify needed resources 

d. Include appropriate specifications 

e. List proper quantities 

f. Provide ch&ckpoirits for accomplishment 



g. Set time frames for each task to be performed by the contractor 

Using a-g above^ draft below a statement of work for the specifi- 
cations that are in the Appendix^ Fxhibit VIII. 
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6i Documenting Purchases 

In docomentihg purchases i purchaser$ usually use their own procure- 
ment regulations and procedures which reflect applicable state and local 
laws. The miin'mum standards usually required for the following types of 
purchases are listed below: 

a. Records for formal advertised procurements 

b. Records for negotiated procurements 
c; Justification of type contract 



a. Pxecbrds for formal advertised procuremen ts 

Records of formal advertised procurements are necessary to show ^ 
that in the basis for contract or selector there was adequate eorape;t<^on, 
and that the selected contractor was both Az6pomA:vz and A^pomlble, in 
his bid. 

To show there was adzqujcutz compztOUon, the bid price must be fair . 
and reasonable. A cost is reasonable if, in its amount, it is no^more 
than would be incurred by an ordinarilj^ prudent person in conducting 
aovernment service or business. Detemnination of adequate competition 
(and cost reasonableness) must be documented and placed in the purchase 
file. 

The n,cspomivmQ,.!>6 and A^pq^mibillty of a bidder should h^ve been 
determined before the award was made, but are necessary to justify in 
writing once the contract is drawn up. 

The Aespo}u-lvm^!^6 _of a bid depends upon whether or hot it compl ies 
with all provisions in_the Invitation for Bids, including method,, time- 
liness, and substance of the bid. A bidder Ka^poMibtt if he is a 
proven dealer in the commodity and can be rel led upon to perform satis- 
factorily.^ If the contractor's bid is found to be either not responsible 
or not responsive, reasonings should be documented and included in the 
procurement file, and the contractor should be.ndtified that hisbid 
will not be given further consideration. An LEAA example of _ records of 
formal advertised procurement is shown in the Appendix, Exhibit IX. 

b. Records-^^-neqotiated procurements 

Negotiated procurements must include documentation of: 

1. Adequacy of competition (and therefore reasonableness of cost) 

2. Basis for contractor selection (whether the bid ^s both responsible 
and responsive) 

3. Justification of purchase method 

dustification of the purchase method (#31 is the most important 
for negotiated procurements. (#1 and ,^2 are most important for formal 
purchases and were discussed in the previous section.) 
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Justifying the. purchasemethdd is to show that there was adequate 
competition if at all possible.. Determinatibh with sUpjDdrtirig rationale 
should be_documented in the purchase file. An LEAA exampledf justi- 
fication for a non-competitive procurement is shown in the Appendix, 
Exhibit X. 

*Rename the three factors that should be documented in a negotiated 
procurement. 

1. 



2. 



3. 



Refer to page I I. 4. 22 for the correct answers. 

c. Ji^si ifi cation o^^ype-co ntract 

A memorandum for inclusionin the procurement file which provides 
the justification for the type of contract selected. An LEAA example 
for this is shown in the Appendix, Exhibit "i. 



7. Establishing cooperative procurement procedures 

Local jurusdictibhs sometimes engage in or are required to engage 
in cqopeJiatcvz p^ocuAment. This is the process whereby two or more 
political entities buy under the same contract to obtain benefits of 
volume purchases and/or reduction in administrative exjDenses.^ Since 
cooperative purchasing programs necessarily extend across jurisdictional 
lines, statutory authorization is required. Generally^ this involves 
a specific act for each specific instance. 

Sound cooperative purchasing programs require that all participants 
be actual parties to the contract. Such a requirement protects the 
principle that a bidder knows for whom he is bidding and who receives 
the -bid. Programs such as this have been very successful in a variety 
of relationships^ including state and local governments, and county and 
municipal governments. 

The weakest programs are permissive-type arrangements whereby a 
third party agency, such as a local government * can use a contract 
(such as a state's)_if, wheri^ arid how it chooses. State contract 
[5rices become^ iri effect^ ceil irig prices against which non-state 
agencies can bargain. Such practices place the successful bidders in 
the position of having their cbritract prices as targets against which 
other bidders may riegoti ate. Obviqusly, any appreciable amount of 
this "second bicidirig" discourages bidders from offering their most 
favorable prices oh state contracts. 
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J Central warehousing can help provide for develdpmerit of a 
fdi cooperative purchasing program, The largest governmental unit can 
buy in huge quantities^ while smaller units either can order or pick up 
certain types of items from the warehouse. 

Not all state and local governments havG the same requirements and 
procedures governing cooperative purchasing. Therefore, when two or 
inbre purchasing jurisdictions seek to combine their needs for mutual 
advantage difficulties often are encounteredin meeting the legal re- 
quirements for all particip its. Considering the divergence of policies 
arid practices that exist among states, cities, and counties, a purchasing 
agent finds it difficult to assign his purchasing authority to aoother 
jurisdiction without departing from hisownjurisdiction^s establ ished 
practices. Since the degree to which he must comply with his own pur- 
chasing laws when entering into such cooperative agreements is usually 
not made clear in the statutes, cooperative purchasing is not always^ 
enthusiastically or effectively undertaken. P^ovithon^ ioA coopeAjcuUvt 
puAdi(iSlh3 mu^t fa^ daslgnzd tv QtunhicUa intzkpkc^t^ thcut oJit qaXIiq/l 

60 KUtnXcitlvz that th2ij kindiiA i^ld^pKmd ase oi coop^nxvUv2 puAchcUlhg, 
0^ too mak to aont/ioZ it. _The basic requirement of such provisions 
should be that the purchasing authority conduct its operations according 
to the principles of open cvmpztctX.on. Procedures and practices for 
insuring this competition can be left to the rules and regulations of the 
purchasing authority. 

S.uice goucAiitnefrf p^^'^^^-^^^S P^oczdithtJ^ iH,om 6tandaKdlz(id, 

tlouA uivit o{s sovz^vmzvtt , tlkz zvz^ij otheh un^t, li(U a d/jid mad ioA old in 
hitz^pAzXcLtion and impicmzntatian cti om aomblncitx.on o{i iadcAol, 
state, and toaal puJidiasing kcgula.tioiU . GovcAnmcnt oi^lctal6 nzzd a 
tiigal autdonJ^tij knoivlzdgzablz in tliz pu^cha.Ung aA,ca to hUp tkm o^tabtuh 
a piaicha^lng 6q6im and to opckaU It acca^ding to the divoJiMQ nzdd^ of^ 
thz Ming ageucxci, t/ic tuppUtns, and thu pabUc. 
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CHAPTER III: APPROVAL PROCESS 



In order that purchases are legitimate in all respects, they must not 
only comply with 6tate. and to cat AO^QuZati^om , but must also be consistent 
with izdoAaZ laws and standards. 

The three most important sets of standards which relate to the pur- 
chasing process are: 

li Labor standards 

2i GiVIb RIGHTS 

3i Environmental quality 
ii Labor standards 

For wage and hour standards, the Pabilc ConiAac;U Act requires every 
employer_ engaged in public construction, service, or supply to pay his 
employeesat a_rate not less than the federal minimum wage and to pay 
11/2 times the basic rate of pay for all hours worJced over eight in any 
one day or forty in a week, whichever is greater. _Mdst states have mini- 
mum wage and hour acts, modeled after the federal FoaJl Labo/i StandaAd6 Act, 
requiring that every enp] oyer pay his employees not less than a minimum 
rate fixed by law and 1 1/2 times (for instance) the basic rate for all 
work performed in excess of forty hours in any Work Week- 

The VavlirEacon Act provides that every contract for public con- 
struction shal 1 contain a provision stating that the minimum wages to be 
paid shall: be based upon the Wages determined to be prevailing for corre- 
sponding classes of laborers and mechanics employed on projects of a char- 
acter similar to the contract work in the city^ town^ or other subdivision 
of the State inwhich the work is to be performed. Every contract shall 
contain a stipulation that the cdritractdr or his subcontractor shall pay 
all employees employed directly upon the site of thewgrkuncgnditionally 
and not less often than once a Week the full amount accrued at time of 
payment, computed at Wage rates not less than those contained in the 
determination of prevailing rates. 

The local purchasing agent has the following duties in regard to 
such wage rates: 

1, Certify in the application process that they will assure com- 
pliance With Section 110 of the Act. 
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^ 2; Designate appropriate staff to act on behalf of the recipient 
to ensure complianee with all applicable labor standard requirements as 
well as to act as liaison to HUD. 

3. Inform all contractors and subcontractors of Section 110 
requirements and obligations and require them to sign necessary certifi 
cations. 

4. Ensure inciusion in all construction contract documents and 
bid specifications applicable wage determinations and labor standard 
provisions . 

5. Maintain full documentation* available to HUD^ of all Section 
110 requirements; namely* 



a. 


Weekly payrolls 


b. 


Requests for wage decisions 


e. 


Requestsfbr additional classification 


d. 


Copies of wage decisions and any modifications 


e. 


Start-cbrlstructidn notices 


f. 


On-site inspection reports 


g. 


Employee interviews 




Correspondence and memoranda 


i 


Wage restructures 




Pre-cdnstructidn conference records 


6. 


Obtain the Wage Determinations: 


a. 


Area Wage Determinations are published periodically in the 



Federal Register and are effective until modified. HUD Area Office 
Will furnish upon request. 

b. Individual Project Determinations are issued by the U. S. 
Department of Labor on request for projects not covered by .^rea _ 
Determinations. Each determination expires 120 days from the date of 
issuance. 

c. Requests for Wage Determination are made on the Labor SF-308 
form with the following information provided: 

Project location 

bescriptionof proposed work 

Dollar value of contract 

Proposed_dates_of advertising for bids 

Crafts_ for which wage determinations are requested 

Available evidence of contract pa:/ment for similar work 

7. Verify with HUD Area Office the current eligibility status 
of all contractors to be used. 

8; Hold a conference withprihcipalcbhtractor and available sub 
contractors prior to the start of construction to advise them of their 
responsibilities. A report to be prepared and retained by recipient 
should include the following information: 

199 

n.A.26 

o -- 

ERIC 



ADM 



a. Project name, location and description 

b. Name of contractor 

c. Contract amount 

d. Date and place of conference 

e. Conference attendees 

f. Summary of items covered 

9. Obtain Weekly Payroll Submission and Review (Form WH-347) from 
each contractor and subcontractor and examine for aeeuraey and completeness, 
Field inspections and employee interviews should be used as needed. 

Id. Maintain and file a labor standards enforcement bn each project. 

11. Ascertain that the contractor's use of apprentices meets the 
requirements of law. 

Tht Cop^Zand Act is for the purpose of preventing kickbacks and 
provides that: 

However, by force, inttmidatidh, or threat of 
procurement dismissal from employment ^ or by any 
other manner whatsoever induces any person employed 
in the construction, prdsecutidri^ cdmpletidn or 
repair of any public building^ public wdrk^ or 
building or work.financed in whole or in part by 
loans or grants from the United States ^ to give 
up any part df the cdmpensatidn to which he is 
entitled under his contract df empldyment^ shall 
be fined not more than ^sioOO or imprisioned not 
more than five years, or both. 



2. GiviL Rights 

Equal Employment Opportunity Act provides that, under all contracts 
in excess df $10,000,_each contractor shall be required to have an 
affirmative action plan which declares that_it does not discriminate on 
the basis df race, color, religion, creed, national origin, sex, and age. 
The cdritractdr should specify goals and target dates to assure the 
implementation of that plan. 

The provision shown in the Appendix, Exhibit XII is a typical example 
and is suitable for both fixed-price and cost reimbursement contract types. 
Such a provision is appropriate unless the particular contract is exempt 
under the rules, regulations, and relevant orders of the Secretary of Labor 
(Title 41 Code of Federal Regulations - Chapter 60). 



3, Envirqnmental Quality 

The Clean Air Act states that contracts and subgrants of amounts 
in excess of $100,000 shall contain a provision which requires the 
recipient to agree to comply with all applicable standards, orders or 
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regulations issued pursuant the Clean Air Act of 1970^ Violations shall 
be reported to the grantor agency and the regional office of the Environ- 
mental Protection Agency. 

Refer to the Appendix, Exhibit XIII for a sample contract provision 
implementing the requirements of the Clean Air Act^ Such a provision is 
an example of a clause suitable for both cost reimbursement and fixed- 
price contract types. 
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CHAPTER IV: APPENDIXES 



202 



ERIC 



PCPtG 



EXHIBIT I 

BID BONDS - CONSTRUCTION CONTRACTS OVER $100,006 



1. All bids shall be accompanied by one of the followirig forms 
of ^ bidder's security: 

-Cash _ _ ^ 

-Cashier's check made payable to the purchaser 
-Certified, check made payable to_the_purchaser 
-Bidder Is bond executed by a surety company authorized to do 
business in this state, made payable to the purchaser 

2. The security shall be in an amount equal to at least 5% of the 
amount bid. 

3- If the contract is not awarded to the bidder, the security 
will be refunded within 3 days of the announcement of the award. 

4. The_bid bond will be returned to the successful bidder on : 
bidder fails to execute the contract, the amount of his security shall 
be forfeited to the purchaser. 
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EXHIBIT II 

PERFORMANCE AND PAYMENT BOND - CONSTRUCTION CONTRACTS OVER $100,000 



1. The Contractor agrees to furnish to the governmental unit at 
his own expense a performance bond and a payment bond which shall be- 
come binding upon the award of the contract to the Contractor. 

2. The performance bond shall be 100% of the contract amount, 
conditioned upon the faithful performance of the contract in accordance 
with the plans, specifications and terms thereof. The bond shall be 
solely for the purchaser. 

3. The payment bond shal] be fixed at 100% of the amount 
solely for the protection of claimants, as_ defined in paragraph 6 of 
this clause, supplying labor or materials to the principal Contractor 

or his subcontractors in the prosecution of the work provided for in 
the contract. 

4. The bond shall be executed by a surety company authorized to 
do business in this state. The purchaser shall be the payee. 

5. The bonds shall be filed in the purchaser*^s office within 7 
days of the notification of the award of the contract. 

6^ A "Claimant" means a person having furnished labor, material 
or both, used or reasonably required for use, in the performance of the 
contract. 

7. A claimant who has furnished labor or material in the prose- 
cution of the work provided for in such contract in respect of which 
payment bond is furnished under the provisions of paragraph 3 of this 
clause, and who has not been paid in full therefor before the expira- 
tion of a period of 90 days after the day on which the last of: the labor 
was done or performed by him or material was furnished or suppl ied by 
him for which claim is made, may sue on the payment bond for the amount, 
or the balance thereof, unpaid at the. time of institution of the civil 
action^ prosecute such action to final judgement for the sum justly due 
him and have execution thereon. A claimant not having a_ direct cdh- 
traetual relationship with the principal contractor shall not have a 
right of action tipen the payment bond unless (a) he has within 30 days 
after: furnishing the first of such material or performing the first of 
suchlabor, served oh theprincipal contractor a written notice, which 
shall inform the principal of the nature of the materials being furnished 
or to befurnished, or labor being performed or to be performed and 
identifying the party contracting for such labbror materials and the : 
site for the performance of such labor or the delivery of such materials, 
and (b) he has given written notice to the principal Contractor arid 
Purchaser within:90 days from the date on which the claimant performed 
the last of the labor or furnished or supplied the last of the material 
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for which theclaimis made, stating with substantial accuracy the 
amount claimed and the name _o ft he party to whom the material was 
furnished or supplied or for whom the labor was done or performed. Each 
notice shall be served by mailing the same by certified mail* postage 
prepaid, in an envelope addressed to the principal cbritractdr| the pur- 
chaser involved, at any place at which said parties maihtaih a business 
or residence. Theprincipaiebntractor shall not be required to make 
payment to a subcontractor of sums due from the subcontractor to parties 
performing Tabor or furnishing materials or supplies ^ except upon the 
receipt of the written orders of such parties to the subcontractor the 
sums due such parties. 

8. The agent in charge of the office of the purchaser shall 
furnish to anyone making appl^icatibn therefore vvhb submits an affidavit 
that he has supplied labor or materials for such work and payment there- 
forhas not been made, or that he is being sued on any such bond, or 
that it is the surety thereon, a certified eojjy of the bond and the 
contract for which it was given, which copyshall be prima facie 
evidence of the contents, execution and delivery of the original. 



ii.4.32 



ADM 



EXHIBIT III 



TEfiMINATieN FDR DEFAUtT OR FOR CONVENIENCE OF 
THE PURCHASER (STATE OR LOCAL GOVERNMENT) 



. The performance of work under the contract may be terminated 

by the Purchaser in accordance with this clause in whole* or from time 
to time ih part: 

a. Whenever the Contractor shall default in performance of this 
contract in accordance with its terms (including in the term "default" 
any such failure by the Contractor to make progress in the prosecution 
of the work hereunder as endangers suc'i performance), and shall fail to 
cure^such default within a period of ten days (or such longer period as 
the Purchasing Agent may allow) after receipt from the Purchasing agent 
of a notice specifying the default; or 

b. Whenever for any reason the Purchasing Agent shall determine 
that^such termination is in the best interest of the Purchaser. Any such 
termination shall be effected by delivery to the Contractor of a Notice 
of Termination specifying whether termination is for the default of the 
Contractor or for the convenience of the Purchaser, the extent to which 
performance of work under the contract is terminated, and the date upon 
which such termination becomes effective. If, after notice of termination 
of this contract for default under "a" above, it is determined for any 
reason that the Contractor was not in default pursuant to "a", or that 
the Contractor's failure to perform or to make progress in performance is 
due to causes beyond the cbntriDl and without the fault or negligence of 
the Contractor, the Notice of Termination shall be deemed to have been 
issued under "b" above* and the rights and obligations of the parties 
hereto shall in such event be governed accordingly. 

^ 2. After receipt of a Notice of Termination and except as other- 
wise directed by the Purchasing Agent, the Contractor shall: 

: a. Stop work under the contract on the date and to the extent 
specified in the Notice of Termination; 

M Place no further orders or subcontracts for materials, 

services^ or facilities, except as may be necessary for completion of 
such portion of the work under the contract as is not terminated; 

c. Terminate all orders and subcontracts to the extent that 
they relate to the performance of work terminated by the Notice of 
Termination; 

^. Assign to the Purchaser* in the manner and to the extent 
directed by the Purchasing Agent, all of the right, title, and interest 
of_the Contractor under the orders or subcontracts so terminated, in 
which case the Purchaser shall have the rights in its discretion, to 
settle or^pay any or all claims arising out of the termination of such 
orders and subcontracts; 

II .4.33 



PCPLG 



e. t'iith the approval or rati fi cation of the Purchasing Agent^ to 
the extent he ma^ require, which approval or ratification shall be final 
arid conclusive for all purposes of this elausei settle^ll outstanding 
liabilities and all claims arising but of such termination of orders, 
arid subcontracts, the cost of which would be reimbursable in whole or 
iri part, in accordance with the provisions of this contract; 

f. Transfer title to the Purchaser (to the extent that the title 
has not already been transferred) and delivered in the manner, at the 
times, and to the extent directed by the Purchasing Agent, (i ) the 
fabricated or unfabricated parts, work in process* completed work, 
supplies, and other material produced as a part of, or acquired in 
respect of the performance of the work terminated by the Notice of _ 
Termination; (ii) the completed or partially completed plans, drawings, 
information, and other property which, if the contract had been com- 
pleted, would be required to be furnished to the Purchaser; 

g. Use his best efforts to sell, in the manner, at the times, to 
the extent, and at the price or prices directed or authorized t5y the 
Purchasing Agency, any property of the types referred to in "f" above: 
Provided , however, that the eontraetor (i) shall not be required to ex- 
tend credit to any purchaser, and (ii) may acquire any such property 
under the conditions prescribed by and at a price or prices approved by 
the Purchasing Agent: and provided further* that the proceeds of any 
such transfer or disposition shall be applied in reduction of any payments 
to be made by the Purchaser to the Contractor under this contract or 
shall otherwise be credited to the price or cost of the work covered by 
this contract or paid in such other manner as the Prchasing Aqent may 
direct; 

h. eomplete performance of such part of the work as shall not 
have been terminated by the Notice of Termination; and 

i. Take such action as may be necessary, or as the Purchasing 
Agent may direct, for the protection and preservation of the property 
related to this contract which is in the possession of the Contractor 
and in which the Purchaser has Or may acquire an interest. 

The Contractor shall proceed immediately with the performance of 
the above obligations notwithstanding any delay in determining or ad- 
justing the amount of the fee* Or any item of reimbursable cost, under, 
this clause. At any time after ninety days after receipt of the notifi- 
cation of termination, the Contractor may submit to the Purchasing Anent 
a list, certified as to quantity and quality, of any or all items of 
termination inventory not previously disposed of, exclusive of items _ 
the disposition of which has been directed or authorized by the Purchasing 
Agent, and may request the Purchaser to remove such items or enter into 
a storage agreetneht cdVering them. Not later than fifteen days there- 
after, the purchaser Will accept such items and remove them or enter 
into a storage agreement covering the same : Broiided , that the list 
submitted shall be subject to verification by the Purchasing Agent upon 
removal of the items or, if the items are stored, within forty-five days 
from the date Of Submission of the list, and any necessary adjustment 
to correct the list as submitted shall be made prior to final settlement. 
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3. After receipt of a Notice of Termination, the Contractor shaTl 
submit to the Purchasing Agent his termination claim in the form and with 
the certification prescribed by the Purchasing Agent. SUwh claim shall 
be submitted promptly but in no event later than 3 months from the 
effective date of termination, unless one or more extensions in writing 
are granted by the Purchasing Agent upon request of the Contractor made 
in writing within such 3 month period or authorized extension theredf. 
However^ if the Purchasing Agent determines that the facts justify 

such action, he may receive and act upon any such termination claim 
at any time after such 3 month period or any extension thereof. Upon 
failure of the Contractor to submit his termination claim within the 
time allowed, the Purchasing Agent may^ subject to any review required 
by the Purchaser's procedures in effect as of the date of execution of 
this contract, determine, on the basis of information available to him, 
the amount, if any, due to the Contractor by reason of the termination 
and shall' thereupon pay to the Contractor the amount so determined. 

4. Subject to the provisions of paragraph "3", and subject to 
any review required by the Purchaser's procedures in effect as of the 
date of execution of this contract, the Contractor and the Purchasing 
Agent may agree upon the whole or any part of the amount or amounts to_ 
be paid (including an allowance for the fee) to the Contractor by reason 
of the total or partia] termination of work pursuant to this clause. 

The contract shall be amended accordingly, and the Contractor shall be 
paid the agreed amount. 

5. In the event of the fail ure of the Contractor and the Purchasing 
Agent to agree in whole or in part, as provided in par^ as 

to the amounts with respect to cost^^ and fee, or as to the amount of the 
fee, to be paid to the Contractor in connection with the termination 
of work pursuant to this clause, the Purchasing Agen 
any review required by the_Purchaser^s_pr^ in effect as of the 

date of execution_of this contract, determine, on the basis of infor- 
mation available to him, the_amount, if any, due to the Contractor by 
reason of the termination and shall pay to the Contractor the amount 
determined as follows: 

a. if the settlement includes cost and fee-- 

(1) There shall be included therein all costs and expenses 
reimbursable in accordance with this contract, not previously_paid to 
the Contractor for the performance of this contract prior to the ^_ 
effective date of the Notice of Termihatioh^ and such of these costs 
as may continue for a reasonable time thereafter with the approval of 
or as directed by the Purchasing Agent: Provided, however j that the 
Contractor shall proceed as rapidly as practicable to discohtinue such 
costs; 

(2) There shall be included therein so far as hot included 

under "(1)" above, the cost of settling and paying claims arising out: 
of the termination of work under subcontracts or orders i as provided in 
paragraph _"2e" above, which are properly chargeable to the terminated 
portion of the contract; 
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(3) There shall be included therein reasonable costs_of 
settlemebti including accounting^ legale clerical ,_ and other_expenses 

reasonably necessary for the preparation of settlement claims and 

supporting data with respect to the terminated portion of the contract 
arid for the termination and settlement of subcontracts thereunder to- _ 
gether with reasonable storage* transportation, and other costs incurred 
in conriectibh with the protection or disposition of termination inventory: 
Provided * however^ that if the termination 1s for default of the Contractor 
there shall not be included any amounts for the preparation of the Con- 
tractor's settlement prdposal ; and 

(4) There shall be included therein a portion of the fee pay- 
able Under the contract determined as follows: 

(a) In the event of the termination of thiscontr^ 
for the convenience of the Purchaser and not for the default of the 
Contractor, there shall be paid a percentage of the fee equivalent to 
the jDercentage of the completion of work contemplated by the contract, 
but exclusive of subcontract effort Included in subcontractors' termi- 
nation claims* less fee payments previously made hereunder; or 

(b) In the event of the termination of this contract 
for the default of the Contractor, the total fee payable shall be such 
proportionate part of the fee (or. If this contract calls_for articles 
of different types, or such part of the fee as is reasonably allocable 
to the type of article under consideration) as the total number of 
articles delivered to and acceptedby the Purchaser bears to the total 
number of articles of a like kind called for by this contract. 

If the amount determined under this_subparagraph "a" is less than 
the total payment theretofore made to the Contractor, the Contractor 
shall repay to the Purchaser the excess amount. 

b. If the settlement includes only the fee, the amount thereof 
will be determined in accordance with subparagraph "a (4)" above. 

6. Costs claimed, agreed to, or determined pursuant to paragraphs 
"3", "4'*, and "5" of this clause shall be in accordance with the stand- 
ardized cost allocation and allowability principles prescribed for all 
contracts under federal grant-in-aid programs in Bureau of the Budget 
Circular No. A-87 in effect on the date of this contract. 
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EXHIBIT IV 
DEFAULT 



1. The Purchaser may* subject to the provisions of paragraph "3" 
below, by written notice of default. to the Cdntractdr, terminate the 
whole or any part of this contract in any one of the following circum- 
stances: 

a^ If the Contractor fails to make delivery of the supplies pr_ 
to perform the services within the time specified herein or any extension 
thereof J or 

b. If the Contractdr fails to perform any of the pth^ proyislons 
of this contract, or so fails to make progress as to endanger perform- 
ance of this contract in accordance withits terms 
these two circumstances does not cure such failure within a period of 
10 days (or such longer period as the Purchasing Agent may authorize in 
writing) after receipt of notice from the Purchasing Agent specifying 
such failure. 

2. In the event the Purchaser terminates this contract in whole 
or in part as provided In paragraph "1" of this clause,: the Purchaser 
may procure, upon such_terms_and In such manner as the Purchasing Agent 
may deem appropriate^ supplies or services similar to those so termi- 
nated, and the Contractor shall be liable to the Purchaser for any 
excess costs_forsuch_sirailar supplies or services : Provided, that 
the Contractor shall continue the performance of this contract to the 
extent not terminated under the provisions of this clause. 

3. Except with respect to defaults of subcontractors ^ the 
Contractor shall not be liable for any excess costs if the failure to 
perform the contract: arises out of causes beyond. the control and with- 
out the fault or negligence of the Cbntraetdr. Such causes may Include 
but are not restricted to, acts of God or of the public enemy* acts of 
the Purchaser, acts of the Government in its sovereign capacity* fires* 
floods, epidemics^ quarantine documents, and other evidence bearing on 
the costs and expenses of the Contractor under this contract and re- 
lating to the work terminated hereunder, or, to the extent approved by 
the Purchasing Agent, photographs* microphotbgraphs, or other authentic 
reproductions thereof. 



4. This provision is appropriate for Inclusion In Firm Fixed 
Price. contracts as an advance agreement in the event a termination for 
default becomes necessary during the period of contract performance. 
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EXHIBIT V 
PATENTS 

If any discovery or invention arises or is developed in the course 
of or as a result of work performed under a contract to an LEAA grantee 
or subgrantee, the contraetor_shall refer the discovery or invention to 
LEAA through the Purchaser. The contractor agrees that determi nations 
of rights to Inventions Jnade under this contract shall be made by the 
Administrator of Law Enforcement Assistance* orhis duly authorized 
representative, who shall have the sole atrid exclusive pdwers to deter- 
mine whether or not and where a j3atent application should be filed and 
to determine the disposition of all rights in such inventions, including 
title to and lieense_rights under any patent application or patent which 
may issue thereon. The determi elation of the Administrator, or his duly 
authorized represeritati ve* shall be accepted as final. In addition, the 
contractor hereby agreesarid otherwise recognizes that the Purchaser, 
and in turn the Federal Government, shall acquire at least an Irrevocable 
non-exclusive royalty-free license to practice and have practiced through 
out the world for gdverhmental purposes any invention made in the course 
of or underthis grant. The contractor shall includeprovisiqns apprqp- 
priate to effectuate the purposes of this condition in all subcontracts. 

COPYRIGHTS AND RIGHTS IN DATA 

Where activities supported by this contract produce original ^ 
cbmjDuter programs, writing, sound recordings, pictorial reproductions, 

dravvirigs or other graphical representation and works of any similar 

nature (the term computer programs includes executable computer programs 
and support data in any form) , the Purchaser, and in turn, the Federal 
Gdverhment have the right to use, duplicate and disclose, in whqle^ 
in part, in any manner for any purpose whatsoever and have_others do 
so. If the material is copyrightable, the contractor may copyright 
such with approval of the grantee, but the Purchaser and_t^^ 
Government reserve a royalty-free nonexclusive and irreversible licen 
to reproduce, publish and use such materials, in whole or in part, 
and to authorize others to do so. The contractor shal^ 
sidns appropriate to effectuate the purposes of this condition in all 
subcontracts. 

NOTE: Copyrights in the grantee *s own name may be appropriate in some 
cases and thus should be considered. 
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EXHIBIT. VI 
EXAMINAtldN OF RECORDS 



1 . __The_con tractor agrees that the Purchaser or any of hi s duly 
authorized representatives shal^ and the right to examine 

audi t, excerpt and transcribe any di rectly perti nent books , documents * 
papers and records of the contractor, involving transactions relating 
to this contract. Such material must be retained for 3 years. The 
retention time shall be calculated from the end of the contractor's 
fiscal year in which the final entry was made in the records retained. 

2* The contractor agrees to keep a record of pertinent bgoks^ 
documents, papers and records involving transactions relating to this 
contract* Duplicate copies and intermediate ^d^ will be retained if 
they contain significant information not found on the record copy. 
Tfcie contractor agrees to keep financial and cost accounting data to in- 
clude: accounts receivable invoices, transportation records, purchase 
and transfer of material , cash ledgers, checks^.for salaries, records of 
accounts payable^ labor distribution records and_petty cash records. 
The contractor shall keep pay admini stray on records to incl ude_payrol 1 
sheet and_registers» tax witholding statements, _time_cards and payroll 
cheeks. The: contractor also agrees to keep Procurement and_supply re^_ 
cords to include store requisitions for material , maintenance work orders 
equipment use and status reports^ expendable property records, purchase 
orders and production records of quality control and inspections. 

3. The contractor agrees that the Purchaser's right under this 
provision will extend to the authorized representatives of the eomp- 
trdller General of the Uni ted_ States , the haw Enforcement Assistance 
Administration and the State Planning Agency. 

4. The compliance with this contract provision does not relieve 
the contractor from retaining any records that may be required by other 
laws or regulations for Federal, state or local government units. 
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EXHIBIT VII 
SETTLEMENT OF CONTROVERSIES 



Authority of (Purchasing Agency^4 J^ u rchasin g ftgentj . Prior to the 
institution of any action in a court concerning_any contract, claim or 
controversy* the (Purchasing Agency) ^Purchasing Agent) is authorized 
to settle, compromise, pay or otherwise adjust the claim by or against, 
or controversy with, a contractor relating to a contract entered into 
by it or by another Purchasing Agency on its behalf, including a claim 
or controversy initiatedafter award of a contract, based on breach of 
contract, mistake, misrepresentation or other cause for contract modi- 
fication or recision, but excluding any controversy involving penalties 
or forfeitures prescribed by statute or regulation where another agency 
is specifically authorized to settle or determine controversy. 

COMMENTARY: The words "claims and "controversies" are meant to be broad 
and all -encompassing. It_is intended that they include the full spectrum 
of potential disagreements from single requests by a governmental au- 
thority for a change or correction of contract documents to hotly 
contested claims of breach. 

It is essential that the Procuring Activity have authority to settle 
all contract claims and controversies. This can avoid unnecessary 
litigation and often is essential for fair treatment of parties con- 
tracting with the State. 

On the other hand, some safeguards are needed. The Committee 
recommends that where and as required, limitations upon the power to 
settle without outside approval may be established by appropriate 
regulation. 

ACTION ON CONTRACT CLAIMS 

This section applies to a claim by or cbhtrbversy of the State 
against a contractor or by or of a contractor against the State, If 
such a claim or controversy is not resolved by mututal agreement * the 
(Head of the: Purchasing Agency) (Purchasing Agent) or his designee 
shall promptly issue a decision in writing. A copy of that decision 
shall be mailed or otherwise furnished to the cdntractor, shall state 
the reasons for the action taken and shall inform the contractor of 
his right to judicial or administrative relief as provided in this 
Article. The decision shall be final arid conclusive unless fraudulent, 
or unless the contractor appeals it pursuant to Section 9-4o4(l) 

(Appeal and Review of Dicisidri of Cdritract Appeals Board) or sues 

pursuant to Sectidri 9-301(1) (Waiver df Sovereign Immunityon Contracts) 
If the (Head of the Purchasing Agency) (Purchasing Agent)_does not issue 
a written decisidrj within 120 days after receipt of a claim, or within 
sUch Idriger period as might be established by the parties to the 
contract in writing* then the contractor may proceed as if an adverse 
decision had been received. 
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B9MMENTARY: It is important that administrative action upon claims be 
expeditibos. It also most be recognized that there can be complicated 
problems which require a considerable time for good faith investigation 
and negotiation^ and that of teri: claimants do not submit adequate docu- 
mentation in support of their claims. 
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EXHIBIT VIII 



SPECIFICATIONS 



SPECIFICATION: Paper* Toilet Tissue (Institutional and Industrial) 
KENTUCKY STANDARD NO: 8540-1 

1. SCOPE 

1.1 This specification covers tvyo (2) types of toilet tissue. 

Agencies are to supply Supplemental Data to this specification 
as specified in 6.1 

2. 2-1 This specification covers the following types: 



3. REQUIREMENTS 

3-1 Material - The toilet tissue shall be made f^^ 

shall be unglazed, softj clean, non-abrasive, and of even 
formulation; free frotn_sli vers, dirt_breaks, wrinkles, holes, 
and such other i mperf ecti ons as woul d_af f ect either appearance 
or serviceabilityor both; shall be rectangular without ragged 
or irregular edges; shall have a maximum of 0 percent ground- 
wood fiber^ Tissue shall deemed safe for use in septic 
tanks andmust readily break-up in water when agitated. It 
shall be the manufacturer's first-line product. 

3.2 P hy s ical Char a cteri itics, Type I 




Type I - Paper, Toilet Tissue^ Facial Quality, Single-Ply Roll , 
White, Sheet Size AH' x W, 1009 Sheets Per Roll, 96 Rolls 
Per ease. Individually Wrapped, Standard Bore. 



Roll Construction - Roll tissue shall be evenly and tightly 
wound on a stiffirouhd paperboard core havirigah Inside 
diameter of 1-3/8 to 1-3/4 inches, sufficiently rigid to prevent 
collapse under ordinary cbhditidhs of trarispdrtatidn and usage. 

Brightness of gaper Shall be a minimum of 68% (Test Method 
J45Zi Federal Specification UU-P556) 



Type I - Single-Ply Roll Tissue 



Type II 



2 Ply Roll Tissue 
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3.2 Physical Characteristics, Type I (Cor^timmd)^ 

Basis Weight - Shall be a minimum of 11.0 lbs. 

Single* Ply Perforation - Tissue roll shall be perforated at not 

less. than inch nor more than 4-5/8 inch intervals and 

shall average hot less than 4,500 inches per roll (1000 sheets 
perforated at Ah inch intervals or 1,060 sheets perforated at 
4% inches). No single roll shall be less than 4,375 inches in 
length. 

3.3 Physical Characteristics, Typ^-^ 

type II - 2 Ply, Bleached, White, Sheet Size 4^" x 4?i", 

500 Sheets Per Roll, 96 Rolls Per Case, Individually Wrapped 

Standard Core. 

Roll Construction - Roll tissue shall be evenly and tightly 
wound on a stiff round paperboard core having^an inside 
diameter of 1-3/8 to 1-3/4 inches, sufficiently rigid to prevent 
collapse under ordinary conditions of transportation and usage. 

Bas^i^-Weigj^ - Shall be a minimum of 9.5 lbs. 
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shall contain less than 488 sheets 



Brightness of Paper - Shall be a minimum of 68% (Test Method 
T452, Federal Specification UU-P-556). 

4. SAMPLING, INSPECTION AND TEST PROCEDURES 

4.1 Sampling - A sample package shall be furnished for each type 
asked for in the Invitation to Bid. 

4.2 Inspection - As Required 

4.3 Testing - Shall be performed by practical application. 

5. PREPARATION FOR DELIVERY 
5.1 Packaging 

5.1.1 Each individual package shall be firmly wrapped to 
resist deformity in handling. 

5.1.2 Shall be packaged and packed according tb_the mah^^^^ 
facturer's practice in a manner acceptabletq common 
carrier for safe transportation to destination as 
specified. 

ii.4.43 



PCPLG 



5.2 Marking - Unless otherwiise specified^ shipping cdntaihers shall 
be marked with the name of the material * the size^ type^ and 
quantity contained therein as defined by the contract or order 
under which shipment is made, the number of the contract or 
purchase order. 

5.3 Labeling - She'll show product name and address of manufacturer. 



6. NOTES 



6.1 Supplemental Data - Requisitioning Agency shall specify the 
following: 

Type and Quantity 

6.2 Only established branded products that meet or exceed the 
quality level of the approved brands listed herein shall be 
considered for inclusion in this Acceptable Brands List. 

6.3 Only registered manufacturer's brand names will be considered. 
Private brands will not be considered. 

6.4 Specifications - Additional copies of this specification may 
be obtained by writing to the Standard and Specifications 
Section, Division of Purchases, New Capitol Annex, Frankfort, 
Kentucky 40601 . 
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MEM0 FOR PROeUREMENT FILE - IFB 72-634" 



The award was made to M & B 60;^ the lowest bidder of those found 
to be responsive and responsible. Bids were received from the following 
three contractors: 

Ajacks -Sales and Supplies 
H & B Gompany 
Atlantic Industries 



Ajacks Sales and Supplies submitted the lowest price bid but were 
ribhresponsive in that they could hut meet_ the specified delivery schedule 
for the first ten of the twelve units included in the ihvitatidn. The 
urgency of the requirernerit was recbhfirmed with the originating and 
apprbviog officials. A resulting delay of deliveries would cause a six- 
month slippage in the overall program. The cost of such a delay would 
far butweighi by a factor bf five, the possible advantage of recomputing 
the prbcurement to a revised delivery schedule. Therefore, Ajacks Sales 
and Supplies were notified by the attached letter of rejection of their 
bid, due to its not being respbnsive. 



The next lowest bidder is Atlantic Industries who were found to 

be hbhrespdhsible. A pre-award survey, included in the prpcurementfile, 
revealed a history of poor technical performance, in not being ableto 
meet specification requirements on equipment similar to_ that included 
in the procurement and of defaulting on three recent contracts The 
defaults which have not yet been settled mayforce Atlantic Industries 
into bankruptcy. Atlantic Industries was notified of their being ad- 
judged as nonresponsible by a letter included in the procurement file. 

The next lowest bidder is H & B Company. They have been found to be 
responsive and responsible^ Since their price was higher than the two 
competitors which were eliminated, a price analysis was conducted using 
price quotations received by the states of Qregon and Utah for similar 
equipment. _ The analysis is included in the procurement file. M SB 
Company's price is adjudged to be fair and reasonable as a result of 
the price analysis. Their bid is responsive and from the records on 
file and a credit report, M & B Company is a responsible bidder.*' 
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EXHIBIT X 

JUSTIFICATION FOR A NEW NdN-eOMPETITIVE PROeUREMENT 



"Procurement of maintenance parts and services for 12 bff-tbe-rdad 
vehicles of the Elite City police department is proposed on a sole source 
basis from Elite City Chevrolet. The El ite City Chevrolet Company is 
the only agency within a radius of fifty miles which stocks parts for 
the GM four-wheel drive vehicles and can provide responsive routine ^ 
and emergency maintenance and repair. The next closest agency is sixty- 
four miles distant. 

Based upon an analysis of past experience* use of Elite City Chevrolet 
services will permit approximately 15% more -on patroV time ^than use 
of the agency sixty-four miles away. The wilderness area adjacent to 
Elite City is currently under-patrolled according to the county's 
planned actions to reduce crime. (The analysis and the county plan are 
available for review, if required.) 

Preliminary discussions with the owner of Elite City Chevrolet 
resulted in his offering to furnish all parts at the same price as they 
would be furnished to other repair agencies and that emergency repairs 
would be given priority in his facility. The cbhtemplated contract 
covers a period of one year with ah option for one additional year. A 
time and_materials type contract is contemplated with a total value 
including the option of approximately eight thousand dollars^ If there 
is another agency in the area established within the year the option will 
not be exercised and a competitive procurement will be made." 
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EXHiBiT Xi 
dUSTlFieATlON FOR TYPE OF eGNTRAGT 



The procurement for fifty transceivers for the city's hew police 
cars is _contemp1ated to be by a formal advertised prbauremeht resulting 
in_a_fim_fixed-prnVce contract. The transceivers Will be bought using 
the same performance specifications which previously have been used in 
cities A, B, and C and which resulted in a receipt of several responsive 
and responsible bids. 
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EXHIBIT XII 



EQUAL OPPORTUNITY 



During the perfdrmance of this contract, the Contractor agrees as 
follows: 

1. The Cdhtractdr will not discriminate against any employee or 
applicant for empldyment because of race, age, religion^ color, sex, or 
natibnalorigin. The Contractor wil] take affirmative action to^ensure 
that applicants are empldyed, and that employees are treated during em- 
ploymehti withdut regard to their race, religion, color, age, sex, or 
national origin. Such action shall include, but not be limited to, the 
fdllowirig: employment, upgrading, demotion or transfer; recruitment 

or recruitment advertising; layoff or termination; rates of pay or other 
forms of cdmpensation; and selection for training, including apprentice- 
ship, the Cdhtractor agrees to post in conspicuous places notices to be 
provided by the Purchasing Agent setting forth the provisions of this 
Equal Opportunity clause. 

2. The Contractor will in all solicitations or advertisements 
fdr empldyees placed by or on behalf of the Contractor, state that all 
qualified applicants willreceive consideration for employment without 
regard to race, age^ religion, color, sex or national origin. 

3. The Contractor will send to_each labor union or representative 
df workers with which he has a collective bargaining agreement or other 
contract or understanding, a notice, to be provided by the Purchasing 
Agent, advisingthelaborunion or workers' representative of the Con- 
tractor's commitments under this Equal Opportunity clause, and shall 
post copies of the notice in conspicuous places available to employees 
and applicants for employment. 

4. The Contractor will comply with all provisions of Executive 
Order No. 11246 of September 24, 1965, and of the rules^ regulations, 
and relevant orders of the Secretary of Labor. 

5. The Contractor will furnishall infbrmatidh and reports re- 
quired by Executive Order No. 11246 of September 24j 1965, and by the 
rules, regulations, and orders of the Secretary of Labdr* dr pursuant 
thereto, and will permit access to his books* records, and accountsby 
the Purchaser and the Secretary of Labor fdr purposes df investigation 
to ascertain compliance with such rules, regulations, and orders. 

a. £opy of Contractor SF-100 (Form EEQ-l). If the Contractor 
has 100 or more employees, or if the Cdntractdr has filed Standard_ 

Form 100 with the doint Reporting Committee of the Equal Employment 

Opportunities eommission, the Contractor shall furnish to the Purchasing 
Agent with 14 days after award of this contract a cdpy df the SF-100 
most recently filed with the Committee. (This paragraph "a" does not 
apply where such SF-100 has previously been furnished to the Purchaser 
or his representative.) 
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. b; £opy of SubcdritractQr SF'100 (Form EEO-]). The Cohtractpr 
shall, promptly after award of subcontracts at all tiers * furnish to 
the Purchasing Agent a copy of SF-1G0 ofall subcbritractbrs whose sub- 
contracts exceed $19,000 andwho have 100 or more employees or who have 
filed SF-1 00 with the Joint Reporting Committee of the Equal Employment 
Opportunities ebmmission, and the Gontraetbr ishall include a provision 
in his subcontracts to effectuate this requirement. 

6; In the event of the Contractor's non-compliarice with the 
Equal Opportunity clause of this contract or with any of the said rules* 
regulations, or orders, this contract may be canceled* terminatedi or 
suspended; in whole or in part, and the Contractor may be declared 
ineligible for further state and local government contracts under grants 
from the Federal Government in accordance wi th_procedures authorized in 
Executive Order No. 11246 of September 24, 1965* arid such other sarictions 
may be imposed and remedies invoked as provided in Executive Order No. 
11246, or by rule> regulation or order of the Secretary of Labor* or as 
otherwise provided by law. 

7. _The Contractor will include the provisions of paragraphs, "1" 
through "7"_in every subcontract or purchase order unless exempted by 
rules, regulatibns_or brders bf the Secretary of Labor issued pursuant 
to Section 204 of Executive Order No. 11246 of September 24, 1965,_sg 
thatsuch provisions will be binding upqri each subcontractor or vendor. 
The Contractor will take such action with respect to any subcontract or 
jDurchase order as the Purchaser may direct as a means of enforcing such 
provisions* including sanctions for noncompliance; P^^^oy4ded^ however, 
that in the event the Contractor becomes involved in, or is threatened 

with* litigation with a subcontractor or vendor as a result of such 

direction by the Purchaser, the Contractor may request the United States 
to enter into such litigation to protect the interests of the United 
States. 
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EXHiBiT xiii 

GLEAN AIR ACT 



The contractor and all subcontractors under this contract shall be 
subject to the provisions of the Clean Air Act, 42:ti;S.C. 1857 et. seg., 
as amended by P. L. 19-604; and Executive Order 11602. 
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Aequisitibri prbgram--Acqtiiring of materials by purchases; shbuld_ encompass 
plarinirig and scheduling, designing Invitations for Bids, soliciting 
bids, receiving, opening, and evaluating bids, making awards, ex- 
pediting, and contract administration. 

Alternate bid--A bid submitted in knowing variance from the specifications. 
Such a bid is only acceptable when the variance is deemed to be im- 
material . 

Award--The presentation of a purchase agreement or contract to a bidder; 
the acceptance of a bid or proposal, 

Bid--The instrument by which a supplier presents item specifications 
and prices for a buyer. 

Bid arid award prbcess-the process of seeking out a product and buying it. 

Bid-award file--A file that is divided into commodity and item sections 
each of which contains listings of who was solicited for individual 
bids^ what each response was * and other information. The bid-award 
file is used to compare past bids for award patternsthat mighty 
reveal collusive agreements or to make other comparisons of data. 

Bid bond--An insurance agreement in which a third party agrees to be 

liable to pay a certain amount of money in the event that a specific 
bidder, if his bid is accepted, fails to sign the contract as bid. 

Bid deposit--A sum of money or check, d^ 

of the government, in order to guarantee that the bidder (depositor) 
will, if selected, sign the contract as bid^ If the bidder does not 
sign the contract, he forfeits the amount of the deposit. 

Bidders 1 jst--Ali St maintained by the_purchasingaathority_se 

the names and addresses of suppliers of various goods and services 
from whom bids, proposals, and quotations can be solicited. 

Brand name specification--A specification that cites a brand name, model 
number, or some other designation that identifies a specific product 
as an example of the quality level desired. 

Budget data-- Information contained in an annual badget submitted by using 
agencies and approved by management. 

Central purchasing authority--The administrative unit iri a centralized 

purchasing system with the authority, responsibility, and control of 
purchasing activities. 
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e6ndSi6ri--A secret agreement or cooperation betweeh two or jfiidre persons 
to accomplish a fraudulent, deceitful ^ or unlawful purpose. 

eommodity--An article of trade, a moveable article of value, something that 
is bought or sold; any mbveableor tangible thing that is produced or 
used as the subject of barter of sale. 

eommodity classification grbupirigs— Groupings ^ each representing a particular 
function with which a group of products is commonly associated. 

eompetitive bidding--fhe offer of prices by Individuals or firms competing 
for a contract^ privilege^ or right to supply specified services or 
merchandise. 



Gompetitlve riegotiatidn--A technique for purchasing gogdsand services, 
usually of a technical nature, whereby qualified suppl lersare 
solicited^ riegotiatidns are carried on vn'th each bidder, and the 
best offer (In terms of performance, quality of Items, price, etc. ) 
as judged against proposal evaluation criteria. Is accepted; negotiated 
award. 

Conditions of sale--A statement containing conditions of Itemsand list 
of known defects for something to be sold; makes clear that 
respdnsibil ity for Inspection rests upon buyer. 

Cdst-savlngs analys1s--The process of evaluating the difference between 
spot purchasing and volume buying. 

Design specif icat1gns--A purchase specification delineating the essential 
characteristics that an item bid must possess to be considered for 
award and so detailed as to describe how the product is to be manu- 
factured. 

Dispos1t1on--Acting to remove from the premises and control of a using 
agency goods that are surplus or scrap. Disposition can be accom- 
plished by transferring, selling, or destroying the goods. 

Emergency purchase--A purchase made without following the normal purchasing 
procedure in order to obtain goods or services quickly to meet an 
emergency, 

Emolument--The returns arising from office or employment usually in the 
form of compensation. 

Erroneous bid— A miscalculation in composinga bid resulting in an in- 
correct price or other term which may affect the bidder's eligibility 
to be awarded the contract. 

Expedite--To hasten or to assure del 1 very of goods purchased in accordance 
with a time schedule, usually by contact by the purchaser with the 
vendor; 

Fixed price contract--A contract which provides for a firm price under 

which the contractor bears the full responsibility for profit or loss. 
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Group classification system--A system whereby supplies are grooped with 

stock numbers assigned to each group and to each item- 
Informal bid--An unsealed competitive offer conveyed by letter, telegram, 
telephone, or other means. 

Invitation for Bids--A request, verbal or written, which is made to . . 
prospective suppliers requesting the submission of a bid on commodities 
or services. 

Kickbacks— Acts of giving or accepting sdmething of value to influence the 
award of a contract. 

Late bid or proposa1"-A bid or proposal which is received at the place 
designated in the invitation for Bids after the hour established by 
the invitation as the time by which all bids or proposals must be 
received. 

Letter of compl aint-"Wri tten procedure for serving complaints against 
suppl iers. 

Line item— A procurement item specified in the Invitation for Bids for 
which the bidder is asked to give individual pricing information and 
which, under the terms of the invitation^ is usually susceptible to 
a separate contract award. 

bines of _authority--Ih purchasing^ the procedure for_ reviewing approval 
of Invitations for Bids within an agency-established through state 
ahd/br local statutes. 

List price--The publ ished price for an item that a vendor uses for in- 
forming customers and potential customers. 

Malfeasance—Miscdhduct by a public official. 

Management information system—Reporting system showing items and 
quantities bought in the past. 

Market information files— The files on supply sources. 

Ori-hahd inventory--Suppl ies in stock. 

Performance specifications--A specification setting out performance re- 
quirements that_haye been determined to be necessary for the item 
involved to perform and last as required. 

Prequal ification_of bidders--The screening of potential vendors in which 
a government considers such factors as financial capability, 
reputation, management, etc., in order to develop a list of bidders 
qualified to bid on government contracts. 

Procurement—The process of obtaining goods or services ^ including all 
activities from the preparation and processing of a requisition. 
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through receipt and approval of the final . invoice for payments, 
Theacts of preparing specifications* making the purchase* and 
administering the contract are involved. 



Purchase brder--A purchaser's document used to formalize a purchase 

transaction with a vendor. A purchase order* when given to a vendor, 
should contain statements as to the quantity* description* and 
price of the goods or services ordered; agreed terms as to payment, 
discounts* date of performance* transportation terms and all other 
agreements pertinent to the purchase and its execution by the vendor. 
AccejDtahce of a purchase order constitutes a contract. 

Purchasing ageht--An administratdr Whose job Includes soliciting bids 
for purchases and making awards of purchase contracts; buyer. 

Purchasing pfficial--The administrative official who most directly over- 
sees the activities of purchasing agents and those other aspects of 
property management that are joined as separate or subordinate 
sections under individual administrative control. 

Purchasing m^riUal--A formal collection of instructions relative to 
procedures to be fdl lowed by al 1 _ parti es when_ ma king use of 
or dealing with the purchasing department in procurement actions. 



Qual ified bidder---A bidder determined by the minimum 
set standards of business competence, reputation, financial ability, 
and product quality for placement on the bidders list. 

Regional bidding--A bidding process whereby deliveries are made to widely 
scattered points or the requirements are of a local nature, in ^ 
such a process, the bidders list is divided into needing geographic 
regions. 

Request for proposal (RFP)"A request for a bid on commodities .or ^services 
which is made to prospective buyers in competitive negotiation. 

Rotational bidding—invitations to bidders which are sent but on a 
rotational basis; each bidder gets a bid over a period of time. 

Scheduled_buyingrr-A purchase for which a bid opening date is pre- 
scheduled so that using agencies' requirements for the period 
covered by the contract can be gathered and combined for the 
Invitation for Bids. 

Sealed bid--A bid which has been submitted in a sealed envelope to prevent 
dissemination of its contents before the deadline for the submission 
of all bids; usually required by the purchasing authority on major 
procurements to ensure fair cbmjDetition ambng bidders. 

Single-source prbcurement-- An award for a cbmmbdity which can only be 
purchased from one supplier, usually because of its technological* 
specialized, or unique character. 
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Spot purchase--A one-time purchase made in theopen market out of 
necessity or to take advantage of a bargain price. 

Standard application form— A form that includes financial standing and 
responsibilities, facilities for production 

service* and length of time successfully in business; used to pre- 
qualify bidders. 

Standard specif ication--A specification established through a standard- 
ization process to be used for all or most purchases of the item 
involved. 

Stock bin card--Card attached to bin which includes columns fo\ receipts, 
issues* remaining balance, and date. 

Surplus property--Inventory not required by one using agency or any using 
agencies at the present time or in the foreseeable future. 

Tabulation of bids--The recording of bid^ was 
submitted in response to a specific invitation for the purpose 
of comparison, analysis, and record-keeping. 

Term contracting-^A technique in which a source or sources of supply are 
established for a specified period of time, usually characterized 
by anestimated or definite minimum quantity, with the possibility 
of additional requirements beyond the minimum, all at a predetermined 
unit price. 

Testing— A phase of inspection involving the determination by technical 
means of the physical and chemical properties of items or compounds 
thereof ,_requiring not so much the element. of personal judgement 
as the application of recognized and establ ished scientific 
principles and procedures. 

Using agency--A unit of government that requisitions items through 
central purchasing. 

Vendor buying--Purchasing in large quantities in order to reduce the 
price per unit; volume purchasing. 

Want list--A list of what items using agencies need but cannot afford 
within their own budget. 

Warehousing--The process whereby repetitive use and surplus items are 

received, stored, and disbursed from a central geographic location. 
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ON-SITE ASSESSMENT TEAMS 



Richard T.baBreeque, Ph.D. 
Associate Professor 
Ujgiversi ty of Kentucky 
3555 eiympia Road 
Lexington, Kentucky 40502 



Ms, Betty Bingham 

Director, tduisville-defferson County 
Purchasing Department 



306 Fiscal Court Building 
Louisville, Kentucky 40203 



OTHER REVIEWERS 



Mr. Homer A. Foester, Executive Director 
State Board of Cdntrdl _ 

Lyndon Baihes Johnson State Office Building 
Austin, Texas 78711 

Mr. Don Borut 

Director of Management Development Center 
International City Management Association 
1140 Cdnnecticut Avenue* N.W. 
Washington, D. C. 20036 

Mr. Harold Holtz, Administrator 
Institute_pf fiovernment^ _ 

Governmental Training pi vision 

Georgia Center-University of Georgia 
Athens, Georgia 30601 

Mr. Aaron Shepherd, CPPO, CPO, CPM 
61 0_ Banner Avenue 

Winston Salem, North Carolina 27017 
Dr. Yair_Riback_ _ 

Manager of Researchand Evaluation Branch 
Department for Human Resources 
275 East Ma':n Street 
Frankfortt Kentucky 40601 

Mr. Bob Dal ton 

General _Services_Di rector 

Henderson Municipal Building 

First and Elm 

Henderson, Kentucky 42420 
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Mr^ Richara_Beami Executive Director 
National Purehasirig Institute 

P; e. Box 2B549 

Houston, Texas 77025 



National Institute of Governmental Purchasing^ Inc. 
IBDl ebnhecticut Avenue 
Washington, D. C. 20036 

Mr. Don Beatty^ Executive birector 
Municipal Finance Officers Association 
1313 EastBOth Street.. 
Ghicago, Illinois 60637 



Reviews and technical assistancewere also obtained from the following 
Department for Local Government staff: 

Ms. Margaret Lebus, Assistant Director 
Division for Local Affairs 

Mr, Elvis L. Simmons 
Chief Executive Officer 

Mr, Ken Goldsmith 

Local Government Advisor on Purchasing 




Mr. Drex R. Davis, Jr. 
Training Officer 
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PROJECT STAFF 



0s, Patricia P. Greer, M. Ed. 
Principal Investigator 

Ms. Barbara Lovan, B.S. 
Technical Writer 

Ms. Sally J. Hamilton, Ph.D. 
Technical Writer 

Mr. Stanley A. Stratford, J.D. 
Content Specialist 

Special credit goes to the following Department for Local Government staff 

Ms. Wanda Spaeth 
Secretary 



Ms, Ethel McCray 
Secretary 

Ms. Mary Jean Atchison 
Secretary 
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ADVISORY MANUAL 
POST TEST 



The attached questions directlj^ 
in the Adyispri' Manual you haye_ just 
question to the best of your ability 

You can check your answers with 



relate to the information contained 
completed^_ Please answer each 
by checking the correct answer. 

the answer sheet in the Appendix, 
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ADVISORY EVAbUATieN QUESTIONS 



1. Check which of the following items are most often required in 
procurement contracts. (Check 5) 

T ime of payment 

^Bid bond 

B idding requirements 

U se of patents 

Documentation required 

Termination of contract 

D amages on default 

2. Check which of the following items are generally included in the 
statement of work for a procurement contract. (Cheek 4) 

-S pecification of the tasks, materials and/or services to be 
procured 

M ethod of payment 
D elivery schedule 

S tatement of method used in contractor selection 

L ist of appropriate contract sources 

Q uantities to be provided 
- C heckpoints for accomplishment 

3. Check which of the following statements you believe is more 
applicable to a Statement of Work. 

A clear, compirehehsive, complete* and legally correct statement 

of the results to be achieved by contractors ensures that the 
objectives are attained. 

Man-hour estimates for each task by discipline and skill levels, 

coupled with prevailing labor rates * other direct cos ts_ that 
are_ believed to be necessary* indirect costsand fees may be 
applied to derive an aggregate estimated total contract cost. 

4. Check the following type/^ of contracts which are applicable to 
procurement. (Check 4) 

^Fixed price contract 

Cost reimbufsemeht contract 

Time and materials and labor-hour contract 

Indefinite delivery corirtract 

tetter contract 
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Check the iom& of contract most often used in procurement. (Check 3) 

P urchase order 
F ixed price 
L etter contract 

D efinitive or expressed contract 
Check the most common methods of selecting contractors. (Check 3) 

a . Non-competitive negotiations 

b . Political affiliation 

c . Geographic location 

d . Advertisement- sealed bids 
-e . Competitive negotiations 

Which of the methods listed in Question 6 

JDbtains the Igwest prlce? 

Obtains the fastest service? 

Is the easiest to defend if challenged? 

Indicate who has the responsibil ity for each of the following tasks: 
the attorney (A), the purchasing agent (P), or the manager (M). 

Drafting procurement contract clauses 
Writing specifications 
Making final approval on contract awards 
Choosing the contract form 
Establishing and maintaining a bidders list 

9, Arrange the following steps of selecting a contractor in the order 
most effective. 

prepare a statement of work 

^Determine kind of specifications to be used 

^praft invitatidri to bid 

Ascertain the dollar amount of the contract 

^Place advertisement in newspaper 

A ward contract 
O pen bids 

P repare contract 
Execute contract 

Receive bid bond 



8. 
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lb Check the actions heceSsary_to_estab1ish_a local centralized 
purchasing agency between a county and the major city in the county. 
(Check 2) 

Insure enabling state legislatioh 

E xecute ah interlocal agreement ^ 

O btain approval by a state official 

H ave both the city and county enact an ordinance 

Employ a director 



11 Check the dollar amount you believe to be the most appropriate 
threshold below which small purchases procedures apply. 

None 

' ^ $2.5QQ 
^$5,000 



$10,000 



12. Which of the following items require documentation when competiti 
negotiation is used? (Check 4) 

Adequacy of competition 
^Reasdriabl eness of cost 



^Respohsibl eness of contractors 
jNeed for patented equipment 

llemorandum of negotiations 
Existence of emergency 



13 Which is the most effective and appropriate method for resolving 
disputes between the contractor and the procuring authority? 

Court of law ^ - 
Especial court for precurement contracts 



Commercial arbitration . 

"Decision by purchasing agent with review by court 
"Special Arbitration Tribunal 



14 In your opinion. 15cal procurement activities would benefit most 
from: (arrange in descending order of benefit) 

A uniform procurement code adopted by all sta^tes 
A model code which jstates and localities within any state 



could use selectively -i ^^^^ ^ 

No state restriction or requirements on localities 
"Present state and local law 
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ANSWERS TO 
ADVISORY EVALUATISN QUESTIONS 




1. Check which of the following items are most often required in 
procurement contracts. (Gheck 5) 

Time of payment 
Bid bond 

Bidding requirements 
y U se of patents 

^ i )ocumentatibn required 

^^T ermination of contract 

-^^ amages on default 

2; eheck which of the following items are general ly included in the 
statement of work for a procurement contract. (Check 4) 

^S pecification of the tasks, materials and/or services to be 
procured- 
_ _ M ethod of payment 

i/^ D el ivery schedule 

Statement of method used in contractor selection 

^ _^tist of appropriate contract sources 

^Q uantities to be prdvided 

^C heckpoints for accomplishment 

3. Cheek which of the following statements you believe is more 
applicable to a Statement of Work. 

clear, comprehensive, _complete, and legally correct statement 
bf the results tg_be achieved by contractors ensures that the 
objectives are attained. 

— ^- 

Man-hour estimates for each task by discipl ine and skill levels, 

^coupled with prevailing labor rates, other direct costs that 
are believed to be necessary, indirect costs and fees may be 
applied to derive an aggregate estimated total contract cost. 

4. Check- the foil owing itfpes of contracts which are applicable to 
procurement. (Check 4) 

F ixed prince contract 
X ost reimbursement contract 
✓^ ime_and materials and labor-hour contract 
— ^I ndefinite delivery contract 
— L etter contract 
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5. Check the ivmi of contract most often used in procurement. (Check 

P urchase order 

F ixed pr j ce 

^^^.etter contract 

^^^ ef ini ti ve or expressed contract 

6. Check the most common methods of selecting contractors. (Check 3) 

y^a . Non-competitive negotiations 

-b . Pol itical aff il iation 

c. Sedgraphic location 

y^d . Advertisement-sealed bids 

^^e . Competitive hegotiatibhs 

7. Which of the methods listed in Question 6 

—8 O btains the lowest price? 

e Q btains the fastest service? _ 

d Is the easiest to defend if challenged? 



8. Indicate who has the res pons i bi 1 ity_ for each of the following tasks 
the attorney (A), the purchasing agent (P), or the manager (M). 

A B rafting procurement contract clauses 

P W riting specifications 

M M aking final approval on contract awards 

A C hoosing the contract form _ 

P Establ ishing and maintaining a bidders list 

9; Arrange the following steps of selecting a contractor in the order 
most effective. 

_2 Prepare a statement of work 

J ^Determine kind of specifications to be used 

^ ^Draft invitation to bid 

_3 Ascertain the dollar amount of the contract 

_5 Place advertisement in newspaper 

_2 Award cdhtract 

jS Open bids 

^ Prepare contract 

_2 ^Execute contract 

10 R eceive bid bond 
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Id. Check the actions necessary to establish a local centralized 
urchasing agency between a county and the major city in the county. 
Check 2) 

—I nsure enabling state legislation 

— jp^^^ xecute an interlocal agreement 

- -^ btain approval by a state official 
^^^haye both the city and county enact an ordinance 
E mploy a director 

11 • _eheck the dollar amount you believe to be the most appropriate 
threshold below which small purchases procedures apply. 

^Nohe 

$5G0 

$5,006 

^$10,000 

12- Which of the following items require documentation when competitive 
negotiation is used? (eheck 4) 

A dequacy of competition 

B easbnablehess of cost 

R espQhsibleness of eon tractors 
___Need for patented equipment 

^x^H emoraridum of negotiations 
Existence of emergency 

13. Which is the most effective and appropriate method forresol ving 
disputes between the contractor and the procuring authority? 

^Cdurt of law 

^Special court for procurement coritractis 

C ommercial arbitration 
t/^D ecision by purchasing agent with review by court 
^Special Arbitration Tribunal 

14. In your opinion^ local prdcurement activities would benefit most 
from: (arrange in descending order of benefit) 

1 A uniform procurement code adopted by all $tates 

2 ^ model code which states and localities within any state 

could use selectively 

4 N o state restriction or requirements on localities 

3 Present state and local law 
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